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Iron and Steel Nationalisation 


We do not propose to discuss in these columns 
the merits and demerits of the nationalisation of the 
iron and steel industry, but merely to summarise the 
points in the nationalising Bill of most interest to the 
accountant. (The question of the basis of com- 
pensation is referred to in “‘ The Month in the City ”’ 
on page 281.) The “ publicly-owned companies ””— 
iron and steel companies whose securities are taken 
over by the new Iron and Steel Corporation of Great 
Britain—will retain their identity and, so far as the 
Bill goes, their directors and their audit and account- 
ing arrangements will remain as at present. However, 
there can be little doubt that, in accounting matters 
and on the question of the directorate, at least, the 
Corporation will, as the new owners, have ideas of 
their own. The Corporation is to prepare its accounts 
annually, and also, starting with “ the first financial 
year in which it is practicable,’’ must draw up con- 
solidated accounts, including profit and loss accounts, 
of the Corporation and the publicly-owned companies 
as a whole, in a form conforming with the best 
commercial standards. These various accounts, and 
any auditors’ reports upon them, together with 
accounts of each of the publicly-owned companies 
prepared in accordance with the Companies Act, 
1948—but excluding those of subsidiaries if group 
accounts are involved—are to be published at a 
reasonable price. The accounts of the Corporation 


are to be audited by auditors appointed for each 
financial year by the Minister of Supply ; any auditor 


po ose 


NOTES 


so appointed must be a member of one of the seven 
recognised professional accounting bodies (the six 
bodies set out in the note “ Tribunals for Coal Com- 
pensation’ below, plus the Institute of Chartered 
Accountants in Ireland). 


Every company whose securities are to vest in the 
Corporation, that is; every potential publicly-owned 
company, is to appoint an individual to represent the 
interests of the holders of the securities of the com- 
pany in the fixing of the compensation payable. 
This individual, called the “ stockholders’ repre- 
sentative,” is to be remunerated by way of salary 
or fees out of public money, to be refunded by the 
Corporation on the Minister’s demand. The appoint- 
ment of the stockholders’ representative is to be made 
at a meeting of the company’s security-holder 
within one month from the passing of the Act, is. 
the case of the companies listed in the Bill as those 
which the Corporation will take over. The appoint- 
ment must be made in a similar way not later than 
one month before the date of transfer of its securities 
to the Corporation, in the case of a company not 
listed in the Bill, that is, a company which subsequent 
to the publication of the Bill becomes ripe for national- 
isation. It is to be expected that the stockholders’ 
representative would normally be its auditor or 
accountant, since his functions are clearly in the 
main of an accounting nature. Differences arising 
in regard to provisions proposed by the Corporation 
for pensions of employees or past employees or 
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compensation to officers—excluding non-working 
directors, who are not eligible for compensation—are 
to be submitted to a referee or a board of referees. 
The appointment of referees or boards of referees is 
to be made by the Minister of Labour after consulta- 
tion with the Lord Chancellor (in Scotland, after 
consultation with the Secretary of State for Scotland). 


An Iron and Steel Arbitration Tribunal is to be set - 


up to settle matters that under the Bill can be sub- 
mitted to arbitration, notably, where agreement is 
not reached between the Minister and the stock- 
holders’ representative, the amount of compensa- 
tion where securities are not quoted on a Stock 
Exchange, and disputes about compensation in other 
cases. The tribunal is to sit either as a single tribunal 
or in two or more divisions, and for the hearing of 
any proceedings is to consist of a president, who 
must be a barrister (in Scotland, an advocate) or 
solicitor, and two other members, one of whom is to 
be experienced in business and the other in finance. 


Payments of outstanding interest and dividend on 
securities transferred to the Corporation are to be 
made as soon as possible after the date of transfer, 
subject to certain maximum amounts. It is notable 
that these amounts are to be certified by the com- 
pany’s auditors and not, as in the Gas and Transport 
nationalising Acts, by an auditor appointed on behalf 
of the Government. 


Mr. J. Paterson Brodie 


With very great regret we announce that. the 
death occurred on November 16 of Mr. J. Paterson 
Brodie, Vice-President since May, 1947, of the 
Society of Incorporated Accountants. An obituary 
notice appears on page 276. 


Stock Exchange Commissions Again 


After a long delay which it was difficult to attribute 
entirely to the holiday season, the group of members 
of the London Stock Exchange who in July were 
seeking the annulment of the new rules severely 
limiting rebates of commission, succeeded in having 
the Council convene a meeting of members to consider 
a new suggestion, that the operation of the new rules 
should be deferred for at least a year from January 1 
next. But just before the meeting, the Governor of 
the Bank of England represented to the Chairman of 
the Council that the new rules should be deferred for 
three months to enable discussions to take place with 
the banks. These discussions would concern the 
position of trusts of long standing whose terms do 
not allow trustee departments of banks to charge for 
the buying and selling of securities. To the Governor’s 
suggestion the Chairman and the subsequent meeting 
of members agreed. It is understood that the discus- 
sions to take place will include accountants and 
solicitors and others who are in a similar position to 
banks in regard to trusts with special terms. The 
previous week the London Clearing Bankers had 
unexpectedly entered the dispute by announcing that 
as from the coming into effect of the new rules on 
January 1, they would increase the scale of banking 
charges for all sections of the Stock Exchange. The 
increase would be necessary, they said, to recoup the 
loss of rebate to the trustee departments of the banks 
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(it will be recalled that banks, unlike other former 
agents such as accountants and solicitors, will con- 
tinue to obtain a share of commissions except for 
business arising in their trustee departments). 


There remains a sharp division of opinion whether 
the refusal of a share of commission to many former 
agents, particularly accountants and solicitors, would 
mean a reduction in business. Nevertheless, it is 
hard to believe that it could produce a fall in the total 
commission received by brokers, though there cer- 
tainly has to be considered the position of jobbers 
who already find turnover very low. On the larger 
issues, many members appear to have very little 
knowledge, and the Council has not so far done much 
to enlighten them. Quite apart from any direct effect 
on the members of the London Stock Exchange, the 
elimination of commission-sharing—with the possible 
exception of sharing with banks on their customers’ 
business—is thé latest, but not the last step in assimi- 
lating the practice of London to that of the main 
exchanges in the Provinces and in Scotland. The 
ultimate defeat of the Council on this issue would be a 
declaration against any further progress in this policy, 
which has been one of the main planks in the pro- 
gramme of the London Exchange for well over a 
decade past. No doubt other elements in the policy 
could still be pursued, but a blow would be struck 
both against the institution of a common standard 
throughout the country, and against the movement 
towards a professional status for members of the 
Exchange. 


Tribunals for Coal Compensation 

The compensation payable to colliery companies 
on nationalisation will have to be shared out between 
the various interests in each company. Difficult 
problems will arise in arriving at an allocation which 
takes due account of both the reasonable income 
expectations and the priority rights of different 
classes of debenture holders and shareholders. Pro- 
cedure is therefore laid down in the Coal Industry 
Nationalisation (Company Adjustment) Regulations, 
1948 (Statutory Instrument No. 2360 of 1948, 5d. 
net, His Majesty’s Stationery Office) for making ‘this 
allocation and the “ adjustment ”’ which it involves 
between the various interests.. The procedure is 
necessarily complicated and cannot be adequately 
condensed into a short note, but essentially, it pro- 
vides that “ adjustment proposals ’’ may be made by 
the company, or failing that, by a person affected ; 
meetings, to be conducted in a manner laid down, 
shall be called by the company to consider such 
proposals; and an “adjustment scheme’”’ may in 
consequence be constituted if assented to by each 
affected class of security-holders by a three-quarters 
majority by value and a simple majority by numbers. 
If not objected to by an interested person, the scheme 
will be binding, but if objected to, it must be sub- 
mitted to a Tribunal. Similarly, if no scheme is 
constituted, an application may be made to a Tri- 
bunal for directions for the adjustment of the various 
interests. 


Tribunals are to be set up, separately for England 
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and Wales and for Scotland. The Tribunal for each 
country will be made up of members from three , 
panels. These panels will be called the “‘ chairmen’s 
panel,” the “‘ accountants’ panel,’ and the “ com- 
mercial panel.”” In England and Wales all three 
panels will be appointed by the Lord Chancellor ; in 
Scotland, the chairmen’s panel will be appointed by 
the Lord President of the Court of Session, and the 
other two by the Secretary of State for Scotland. 
The chairmen’s panel in England and Wales will 
consist of barristers and solicitors of not less than 
seven years’ standing; in Scotland, advocates or 
solicitors of similar standing ; the commercial panel 
in both countries will be composed of persons “‘ having 
wide experience in commercial or financial matters.” 
The accountants’ panel both in England and Wales 
and in Scotland will be made up of accountants of 
not less than seven years’ standing being members of 
any of the following societies : 


The ate of Chartered Accountants in England and 
ales ; 

The Society of Incorporated Accountants and Auditors ; 
The Association of Certified and Corporate Accountants ; 
The Society of Accountants in Edinburgh ; 

The Institute of Accountants and Actuaries in Glasgow ; 

and 
The Society of Accountants in Aberdeen. 


An “ administrative chairman ’”’ will be appointed 
in England and Wales, and one in Scotland. The 
administrative chairman will nominate a chairman 
from the chairmen’s panel and a member from each 
of the other panels to form the Tribunal to consider 
any submission or application. The remuneration 
and allowances of the Tribunal members are to be as 
determined by the Minister of Fuel and Power. At a 
hearing the right of audience is restricted to counsel 
or solicitors, the party, a partner of the party, or on 
behalf of a company, a director or officer of the 
company. Fees are payable by those taking cases to 
the Tribunal, according to a scale laid down, but 
subject to certain conditions, may be recovered by 
private applicants from the company concerned. The 
Tribunal may make an award that the costs incurred 
by one party shall be paid by another. The procedure 
as a whole is reasonable, but it seems a hardship that 


the expenses should have to be met by those who did - 


not in the first place seek the nationalisation which 
has made it necessary. 


The Stock Exchange and Profit Certificates 

A memorandum on the profit certificates to be 
furnished by auditors and accountants for the pur- 
poses of prospectuses, offers for sale and advertised 
statements, was issued by the London Stock Exchange 
during November. The memorandum, which was 
drawn up after consultation with the Institute of 
Chartered Accountants and the Society of Incor- 
porated Accountants, is reproduced on page 280 
of this issue. Neither the Companies Act, 1948, nor 
the rules of the Stock Exchange lay down the basis 
upon which profits or losses are to be computed in 
auditors’ or. accountants’ reports included in pros- 
pectuses, offers for sale and other advertised state- 
ments, though the auditors or accountants normally 
indicate the basis that has been adopted. An auditors’ 
or accountants’ certificate has to be submitted to 
the share and loan department of.the Stock Exchange 
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under Appendix 34 of the rules, and this has to set 
out and give reasons for the adjustments made in 
the report. The certificate has to be available for 
public inspection. The new memorandum now gives 
the detailed form which this certificate should take. 
The details that in future will be required would seem 
to provide all reasonable information and safeguards. 
The issue of this memorandum by the Stock Exchange 
is in keeping with its commendable practice of keeping 
one or several steps ahead of the company law—a 
practice to which the accountancy profession will give 
full co-operation. 
_ Savings Banks Reforms 

The main interest of the Savings Banks Bill, intro- 
duced last month, lies in the clauses relating to the 
creation of a Mutual Assistance Fund ; the abolition 
of the statutory limit on amounts receivable for 
special investment and provision for the making of 
regulations as to limits ; power to borrow by way of 
temporary loan or overdraft ; power to make rules 
providing for payments to and by depositors at the 
office of a bank other than that at which the account 
is kept ; and the taking of precautions where entries 
or records are made otherwise than in bound books. 
Other clauses are of less general interest. The Mutual 
Assistance Fund, to be kept by the National Debt 
Commissioners, will be credited with grants which 
trustee savings banks may make thereto and will be 
charged with grants made to other trustee savings 
banks if such grants are approved by the Com- 
missioners and applied for by the Trustee Savings 
Banks Association. The provisions are designed to 
give statutory authority for voluntary payments by 
large banks to small banks which might otherwise 
find it difficult to pay their way or to develop savings 
bank facilities in their area by the opening of new 
branches. Such difficulties are the more likely since 
the Treasury is reducing from {2 17s. 6d. to £2 16s. 
per cent. the rate allowed by the National Debt 
Commissioners on the funds of the savings banks, 
leaving some of them an insufficient margin over the 
£2 10s. per cent. paid to depositors. 


In the supplementary department of trustee 
savings ba nks—there is nothing analogous to this in 
the Post Office Savings Bank—the limit of invest- 
ment has been £500 since the Savings Banks Act, 
1891. This limit is repealed and in future the limits 
will be, fixed by regulation, just as in the case of the 
ordinary department they have been fixed by regula- 
tion since 1920. It may be conjectured that when 
the regulations appear they will introduce a measure 
of elasticity which has been lacking hitherto. In 
practice problems of investment will probably deter- 
mine the extent to which any greater latitude in 
the law relating to receipt of investments from 
depositors can be translated into practice. The 
Savings Banks Investment Act, 1934, “ to remove 
doubts ” empowered trustee savings banks to hold, 
in respect of special investments, money with bankers. 
The bill now enlarges the power to embrace tem- 
porary borrowing in case of need and with the 
approval of the Commissioners. In practice, but with 
doubtful statutory authority, trustee savings banks 
have allowed inter-bank facilities to depositors to a 
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limited extent. The bill confers authority for trustee 
savings banks to incorporate such a provision in their 
rules. The Trustee Savings Banks Inspection Com- 
mittee, set up under the Savings Banks Act, 1891, is 
empowered to require that in the case of entries and 
records made in books other than bound books 
precautions shall be taken to their satisfaction to 
guard against falsification and facilitate its discovery. 
Such precautions would presumably cover such 
matters as the type of record required for the issue 
and control of ledger cards, the writing or printing 
of serial numbers and so on. 


** Interim Income ”’ of Collieries 

The fixing of the compensation due to individual 
collieries is still a long way off—the “ global com- 
pensation” of £164 million has not yet even been 
divided among districts—and ‘‘ revenue payments ”’ 
as a form of “ interim income ”’ to colliery companies 
under the nationalising Act expire at the end of this 
year. These “ revenue payments ”’ are the equivalent 
of one-half the profits (computed on income tax 
principles) for a prescribed year before July 1, 
1946. After the end of 1948, the only “ interim 
income ’’ that is payable is interest at 3 per cent. on 
the compensation. Apart from this meagre income, 
the only revenue remaining to companies, as the law 
now stands, will be rents from their non-nationalised 


properties, such as their head offices, and interest on - 


their investments. Current expenses and costs of the 
compensation proceedings will have to be met out of 
these exiguous sums. Some negotiations are apparent- 
ly under way in the attempt to prolong the period 
during which “revenue payments”’ are payable by 
the Government, but a recent reply to a question 
in the House of Commons does not hold out much 
hope that there will be a favourable outcome to any 
such discussions. 


Division of Hospital Facilities 
The King Edward’s Hospital Fund for London 
has provided information and advice to voluntary 
hospitals in London and other organisations on a 
wide variety of administrative questions. An 
extension of this service, made especially desirable 
by changing conditions, has been decided upon by the 
King’s Fund, and to this end it set up on November 8 
Division of Hospital Facilities. The Division will 
comprise an information bureau; an advisory 
service; a library of hospital books, journals and 
plans ; and an index to the hospital literature of this 
and other countries. Its services will be available 
to hospital authorities and their officers, to students 
of hospital organisation, to the various interested 
organisations, to architects and others planning and 
equipping hospitals, to overseas visitors, for observa- 
tion tours and institutes, and for conducting adminis- 
trative research. The Director of the Division will 
be Captain J. E. Stone, C.B.E., M.C., F.S.A.A., who 
will continue to be the financial consultant to the 
King’s Fund. 
Lecture by Mr. P. J. Sykes 
No less than nine hundred members of the 
Incorporated Accountants’ London and District 
Society and of the London Students’ Society have 
expressed their intention of attending the lecture by 


es 


Mr. P. J. Sykes, Barrister-at-Law, on “ The Com- 


_ panies Act, 1948,” on Wednesday, December 8, when 


the Right Hon. Lord Justice Cohen has kindly 
consented to take the chair. Accordingly it has been 
necessary to arrange larger accommodation. Will all 
members intending to be present please note that 
the lecture will now take place on the same date at 
the Memorial Hall, Farringdon Street (near Ludgate 
Circus), London, E.C.4, at 6.0 p.m. ? 


P.A.Y.E. and Preferential Rights 

The preferential rights of the Inland Revenue for 
arrears of assessed taxes have until recently always 
been safeguarded and carefully defined by appro- 
priate sections of successive Companies Acts and 
Bankruptcy Acts. In this respect the Companies 
Act, 1948, in Section 319, follows precedent. Sub- 
Section 319 (1) (a) gives priority on a winding-up 
to: 

(1) local rates ; 

(2) land tax, income tax, profits tax, excess profits 
tax, or other assessed taxes assessed on the 
company ; 

(3) purchase tax. 

It will be noted that no mention is made of P.A.Y.E. 
It cannot be argued that P.A.Y.E. comes within the 
scope of Sub-Section 319 (1) (a) (2), for it is not 
assessed on the company. The company is no more 
than a collecting agent. It is remarkable that ihe 
Companies Act, 1948, is silent on this point : purchase 
tax (non-existent in 1929) and profits tax are intro- 
duced, but P.A.Y.E. is omitted. The Income Tax 
(Employments) Act, 1943, which introduced the 
system of P.A.Y.E., also omits all mention of any 
preferential right in liquidation or bankruptcy. 
Apparently this omission was discovered when on 
March 9, 1944, the Commissioners of Inland Revenue 
made Regulations (S.R. & O. 251 of 1944), under 
Section 2 of the Act of 1943. They then introduced 
as Regulation 31 a clause giving themselves priority 
in bankruptcy, winding-up and receivership by 
amending the appropriate Sections of the Bank- 
ruptcy Act 1914 and the Companies Act, 1929. 


It may, perhaps, be helpful to readers to know 


the opinion of an eminent taxation Counsel when 


consulted by a receiver who contended that Regu- 
lation 31, in as much as it purported to vary the 
rights of creditors and give preference to one class 
of creditor, was outside the scope of Section 2 of the 
1943 Act and therefore ultra vires. In substance 
Counsel’s advice was that on the assumption that 
the Regulations of the Inland Revenue (S.R. & O. 
1944, No. 251) were regularly laid before Parliament 
as provided by Section 2 (4) of the Income Tax 
(Employments) Act, 1943, and were not annulled, 
the receiver’s contention would not be supported 
by the Courts. Counsel then gave reasons amongst 
which he stated that the general provision of Section 2 
of the 1943 Act was not restricted to the matters 
specifically set out in sub-paragraphs (a) to (c) of 
the Section. The general provision of Section 2 


gave power to the Commissioners of Inland Revenue 
to ‘‘ make regulations with respect to the assessment, 
charge, collection and recovery of income tax in 
respect of emoluments. . 


.’ The omission from the 
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Companies Act, 1948 was not referred to in the 
instructions to Counsel. It is doubtful if P.A.Y.E. 
tax is at present preferential under this Act. 


It would not be disputed that the Inland Revenue 
should have preferential rights in respect of P.A.Y.E. 
What is disconcerting, however, is the fact that an 
obvious omission in an Act of Parliament can 
apparently be put right by Departmental Regulation 
and the law amended without the warning provided 
by a Bill preceding the passing of a Statute. What is 
more disconcerting still, is to find that by reason of 
the lack of adequate publicity by the law-makers, 
one may have unwittingly broken the law before 
hearing of its existence. This is a further instance 
of the general undesirability of delegated legislation. 


7 Undischarged Bankrupts 

There are at present about 60,000 undischarged 
bankrupts, said the President of the Board of Trade 
in the House of Commons on November 22. In 
general, no check was kept upon them, but if the 
Official Receiver obtained information suggesting 
that an undischarged bankrupt was committing 
bankruptcy offences, or possessed property acquired 
after his bankruptcy, he took the appropriate action. 
The Minister at first said he was not able to consider 
strengthening the existing law. Several members 
were dissatisfied with his statement, and he after- 
wards agreed to look into the possibility of requiring 
undischarged bankrupts to report periodically. It 
certainly seems that some additional protection could 
be afforded the public in this way, and ways and 
means might also be devised to prevent an undis- 
charged bankrupt from changing his name. 


An International Accounting Scandal 

A great deal of publicity has been given to the 
mistakes and mismanagement of the United Nations 
Educational, Scientific and Cultural Organisation. 
The failure of UNESCO to confine itself to activities 
in which positive and worth-while results could be 
achieved ; its heavy expenditure upon conferences 
in centres more notable for their exotic atmo- 
sphere than for their importance in helping its aims 
(Beirut and Mexico City, instead of London or Paris) ; 
one half of a large.staff engaged solely on looking 
after the other half; job-hunting and nepotism: it 
is right that these and many other facets of the 
Organisation should be shown up in the searchlight 
of the Press. Not because UNESCO is a bad idea, 
and is unneeded in the world as it is to-day, 
but because of the very urgent need for the 
positive results which can come only from good 
management. It may be hoped that with the appoint- 
ment of a new Director-General last month—and one 
who will perhaps be less tied by American overseers 
—the many fundamental mistakes of the last two 
years will be put right, but it is doubtful whether 
this will happen in time to save UNESCO unless 
public opinion is vocal now in the major ee 
nations. 


Amid the major errors of policy and direction in 
which UNESCO has wallowed, the defalcation by a 
cashier of 1,173,339 francs (lost by him in gambling) 
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received 
t is more 
important is that this defalcation is merely an indica- 
tion of the appallingly lax way in which the finances 


is a relatively small item, which has perha 
an undue share of the Press publicity. 


and accounts have been kept. The report of the 
auditors, Price Waterhouse and Co., dated July 4, 
1947, and covering the accounts up to the end of 
1946, makes amazing reading, as the following 
extracts will show : 

The accounts produced to us were. found to 
contain many inaccuracies. . . . 

There were numerous items recorded in the books 
for which we were unable to obtain satisfactory 
documentary evidence. 

Many debts due to or from various members of 
the staff were not recorded in the books. 

Fes. 247,576 for fuel oil used for heating purposes 
was charged to car-running expenses. 

Owing to lack of proper supporting evidence, 
we are unable to certify that all expenditures, 
especially those incurred in Paris between Septem- 
ber 15 and November 20, 1946, are supported by 
-the necessary authorities, nor that they have been 
properly incurred in the service of the Commission. 

Included in this figure (of Fes. 1,300,665) is 
Fes. 688,167 representing the cost of tickets, etc., 
for private travel, all of which is recoverable from 
members of the staff . . . lack of proper records 
precludes us from verifying to our satisfaction that 
all such sums have been included, and we have been 
unable to satisfy ourselves that all private travel 
costs incurred for members of the staff are properly 
charged to them and collected. 

It is clear that nothing less than a thorough 
“ purge’”’ in the Accounting Section (or should we 
say the “ Help-Yourself ’’ Section ?) of UNESCO is 
called for, apart entirely from the other parts of the 
organisation. Even schoolboy arithmetic seems to 
have been beyond the powers of the highly paid 
officials of this section, and its main purpose seems 
to have been to encourage the general cocktail party 
atmosphere of the Organisation. 


Professional Men’s Savings 

Of every ten people in the “ professional ’’ classes, 
nearly eight hold National Savings in some form, and 
more than nine hold investments either as National 
Savings or as some other kind of savings. This is the 
conclusion reached by a sample survey carried out on 
behalf of the National Savings Committee. Of the 
78 per cent. of the professional classes—for the 
purposes of the survey this was a very wide group, 
including salaried workers and managers as well as 
lawyers, doctors, architects, accountants, and the 
like—who hold National Savings, only 30 per cent. 
are still regularly saving in this form. National 
Savings Certificates are the most popular type of 
National Savings in the group. Nearly half of those 
in the group report no change in their ability to save 
in the year up to April last, 17 per cent. were able to 
save more, and 12 per cent. to save less. Taking a 
cross-section of the population as a whole, the survey 
shows that 86 per cent. had savings of one kind or 
another, and 59 per cent. held National Savings. 
After National Savings, the most popular forms were 
life assurance (held by 53 per cent.), co-operative 
societies (15 per cent.), building societies (12 per 
cent.), and pension and similar funds (11 per cent.). 
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Formerly the Incorporated Accountants’ Journal 
Established 1889 
The Annual Subscription to ACCOUNTANCY is 
125. 6d., which includes postage to all parts of the world. 
The price of a single copy is 1s. Od., postage extra. 
All communications to be addressed to the Editor, 
Incorporated Accountants’ Hall, Victoria Embankment, 
London, W.C.2. 


ACCOUNTING RESEARCH 


As this issue of ACCOUNTANCY appears, some 1,500 
subscribers to a new publication, called Accounting 
Research, will receive their copies of the first number 
from the Cambridge University Press. We offer our 
congratulations to the Incorporated Accountants’ 
Research Committee for sponsoring this new develop- 
ment in accounting literature, which we believe to 
be the first of its kind in the world. The original 
subscription list is large for a journal of this type ; 
even so, we understand that it will probably grow 
considerably, if sufficient paper can be obtained. A 
commendable feature is that the new publication is 
to have an international appeal. One of the contribu- 
tions to the first issue is from New York ; the Chicago 
University Press are distributing the publication in 
the United States of America; many of the original 
subscribers are from overseas. Another welcome 
characteristic of the new journal is that it provides a 
forum where accountants engaged in practice or in 
business can debate with their academic counter- 
parts. Three of the six articles in the first issue 
come from universities, and three spring more 
directly from practical accountancy. A regular 
medium for advanced work in accounting and 
cognate subjects, from whatever source it may 
derive, was sorely needed. Such work is bound to 
be too lengthy and not popular enough for publica- 
tion in the weekly and monthly accounting journals. 
Accounting Research fills a gap which had threatened 
to become a chasm. 

The amount of research work in accounting that 
has been undertaken is larger than is sometimes 
realised. This work has been inconspicuous partly 
because of the lack, so far, of a publication like 
Accounting Research. The “‘ back-room boys’”’ are 
not confined to atomic bombs and rocket projectiles ! 
But at the same time, the amount of research work 
in accounting that has been done is very much less 
than it should have been—and this is even more 
obviously due to the absence of an adequate method 
of publication. Moreover, the work that has been 
done has achieved disproportionately large results, 
despite insufficient publicity. To mention only a few 
of these, a finer concept of “‘ profits ’’ has now become 
quite widespread ; new and better methods of pre- 
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senting accounts have become popular ; the termin- 
ology of accounting is being clarified ; accounting 
processes are seen to be fundamental to the provision 
of national income statistics. It is now clear that 
accountancy can grow enormously: it has much 
wider uses than seemed possible only twenty years 
ago. If many of its fundamental principles demand 
re-examination in the course of this development, 
that is only in keeping with the normal course of a 
dynamic subject matter which is bound up with a 
fast changing economic setting. 

The formation some fourteen years ago of the 
Incorporated Accountants’ Research Committee, 
which was the first body of its kind in this country, 
was a prescient move. It was followed by the Ac- 
counting Research Association—now, regrettably, 
defunct—and later by the Taxation and Financial 
Relations Committee of the Institute of Chartered 
Accountants, which includes research work among 
its activities. The Incorporated Accountants’ Re- 
search Committee, despite the interruption caused by 
the war, has published several major works. Design 
of Accounts, by F. Sewell Bray and H. Basil Sheasby, 
has gone through two editions, and a third is now in 
preparation. Of Company Accounts under the Com- 
pantes Act, 1947, by the same two authors, more 
than 12,000 copies were sold. A revised edition of 
this publication, with all the changes made necessary 
by the 1948 Consolidation Act, will be available 
shortly (a notice appears on page 275). Other books 
by Mr. Bray, Farm Accounts (written in conjunction 
with Mr. C. V. Dawe, of Bristol University), and The 
Measurement of Profit, are due to be published in a 
few weeks’ time. Work in progress under the egis 
of the Committee includes Periodical Statements and 
Accounts, Boot and Shoe Costings, and The Local 
Government Act, 1948 (the last piece of work is in 
progress jointly with other research organisations). 

The Committee is anxious to encourage research 
work among accountants who have not yet attempted 
it. To this end, it now announces the offer of two 
generous prizes for a thesis of more than 20,000 
words.. We publish on page 284 of this issue full 
particulars of this offer, to which we hope there will 
be a good response. For our part, we should like to 
see one or more Research Studentships created at the 
Universities, with the financial backing of the Com- 
mittee or some other organisation in the profession, 
and we hope that this present prize offer may be the 
first step in that direction. This is in no way to belittle 
the value of the offer now made by the Committee 
—trather the reverse. But the logical outcome of the 
increasingly close contacts between the profession 
and the universities is surely the encouragement of 
research work by young accountants as post-gradu- 
ates of the universities. Indeed, part of the value of 
the new university scheme for the profession, under 
which entrants combine a university degree with a 
professional accounting qualification, is that it too 
should lead to this outcome. A university, after all, 
is not merely a place of instruction—it is equally, 
if not more, a place of original work. 
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Accounting Aspects of Landed Property— 


[Contributed] 


Since the Town and Country Planning Act came 
into force on July 1, 1948, many announcements have 
been made by the Central Land Board on the com- 
plexities of the Act. Most of the explanatory 
memoranda have related to technical difficulties in 
interpreting the Act and its Regulations. Few of 
them have been of immediate importance to account- 
ancy. It is proposed in this and a succeeding article 
to indicate a number of features which may be of 
particular concern to those who prepare landed 
property accounts. 

In examining these drastic planning provisions, 
the accountant must have a viewpoint different from 
that of his colleagues in other spheres. Whereas the 
land agent is concerned to see that his principal sub- 
mits an appropriate claim for compensation, and the 
surveyor to make valuations of land based on un- 
restricted and restricted use, the accountant is more 
interested in a general way with the financial aspects 
of “controlled planning.”” He must translate into 
figures the effects of this unprecedented step towards 
land nationalisation, and must convey his findings in 
adjustments to property values standing in the books 
of landowners and others. 

That this new legislation has great financial impli- 
cations is evident from the funds that will be changing 
hands in the next few years. Central Funds of no 
less than £300 million are to be paid to property 
owners to compensate them for the hardship caused 
by the loss of development rights. Additional pay- 
ments are to be made to owners of certain war- 
damaged land, and to enable the Central Land Board 
to acquire land it is to receive substantial allocations 
from the Treasury. 

When regard is also had to the vast sums to be 
paid by landowners to the Exchequer by way of 
development charges, it is clear that the consequent 
changes in assets and liabilities of property owners 
will create many accountancy problems. 


The Uncertain Future 


Although the Act ostensibly provides for the plan- 
ning and control of development, its salient effect is 
to expropriate development rights, and to lay down 
financial measures which are believed by many to 
hamper gravely any planning, and virtually to 
terminate land development. It is not our purpose 
to defend or attack the legislation and Regulations, 
but in judging their effect on property accounts we 
cannot ignore the weight of opinion in favour of 
amending the present arrangements. Already con- 
siderable concessions have been made. In conse- 
quence, many of the suggestions contained in this 
article must be taken as exploratory. When the 
Treasury announce details of their scheme for sharing- 
out the Central Funds, the original Regulations may 
have undergone great changes. The Central Land 
Board have themselves admitted that the basis of 
distribution will depend on the number, nature and 
amount of claims received. “ It cannot be assumed 


that all payments will be made on an equally favour- 
able basis.”” Forewarned is at least forearmed! It 


is, therefore, in an atmosphere of considerable uncer- 
tainty that the following comments are made. 


. The Main Provisions 


The Town and Country Planning Act, 1947, has 
been described as one of the most complex and far- 
reaching measures ever to reach the Statute Book. 
It is impossible within our present scope to refer to 
all the Statutory provisions; once the underlying 
principles have been acquired, practitioners are 
recommended to study, not only the text of the Act 
itself, but the large number of Statutory Instruments 
issued. 

Fortunately, for the purpose of considering the 
accountancy and taxation aspects, it is sufficient to 
bear in mind three main features of the new legisla- 
tion These can be summarised as follows : 

1. From July 1, 1948, all development (or “ build- 
ing ’’) value in land ceased to be a saleable asset 
in the possession of landowners, and passed to 
the State. With development value confiscated, 
land has now only its “ existing use”’ value. 

. Owners of property, thus deprived of develop- 
ment value, may c against Central Funds 
of £300 million. This sum, however, is not 
intended to compensate all owners for the 
depreciation of their property, but to meet 
cases of hardship. Apart from certain excep- 
tions, therefore, the compensation is unlikely to 
be equivalent to the decline in value ; in many 
cases, landowners will not be compensated at 
all. Claims for compensation must be lodged 
with the Central Land Board by March 31, 1949, 
or in exceptional circumstances, not later than 
June 30, 1949. 

. -Permitted development in the future will attract 
what is termed a “development charge.” 
Improvements or change of user may constitute 
development, and cause land to be revalued. 
The landowner does not, however, benefit from 
the revaluation ; the excess of the improved 
value over the existing use value must be paid 
over to the Central Land Board. The developer 
has thus not only to bear the cost of the improve- 
ment, but the development charge as well. 
(Development is defined by Section 12 of the 
Act as “the carrying out of building, engi- 
neering, mining or other operations in, on, over 
4 under land, or the making of any material 

land) in the use of any buildings or other 


These ‘- fathidi of the Act underlie the whole of 
its financial provisions. 


Depreciation of Assets 


The confiscation of building values referred to 
above means that land (which includes buildings and 
minerals) has a value based on its “ existing use ’’ on 
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July 1, 1948. In future, land must not be sold at 
any greater value. In cases where the Central Land 
Board are satisfied that land is deliberately offered for 
sale or is bought at a price considerably above existing 
use value, they may acquire it compulsorily in exercise 
of their powers under Section 43 of the Act. 

This ‘“‘ pegging” of the price is particularly 
important in the case of agricultural land near a town 
and likely to be built on as the town expands. Even 
if such land has a potential building value, it must not 
change hands to-day at more than its agricultural 
price. The Board are adamant on this principle, 
taking the view that excessive prices for land will 
undermine the structure of the Act. 

This restriction in value creates an immediate need 
to review book values. The old rule has been: 
“market price or cost, whichever is the lower.” 


Frequently, the cost price is the basis for balance sheet _ 


figures, and if the market price falls below the cost 
a note is made on the balance sheet indicating the 
reduction. Changes in market prices of land have in 
the past been more or less of a temporary nature. 
Now that the property market is stabilised, action 
more drastic than an explanatory note is needed to 
reflect the change. Concerns owning land which they 
bought at “site values,” intending in the future to 
use the site for development, may find that the price 
they paid is far in excess of the new restricted value. 

Paragraph 5 of the 8th Schedule to the Companies 
Act, 1948, lays down the method for arriving at the 
amount of fixed assets on a company’s balance sheet, 
and authorises in the case of companies a practice 
commonly adopted in property accounts. One of the 
main provisions is that the net amount at which any 
asset stands in the company’s books shall be its cost 
(or valuation) less amounts written off for depreciation 
or diminution in value. To what extent should the 
net amount be reduced to provide adequately for the 
loss of development value under the Town and 
Country Planning Act? In cases where a company 
has acquired property at site value with a view to 
development, the loss may be severe. If a claim has 
been lodged, the professional adviser to the property 
owner will have calculated the depreciation of the 
land in the following way : 

The unrestricted value of the 

interest (i.e., its value had the 

Act not. been ehh as at 

July 11,1948... Si ith 

Deduct : 

The restricted value of the 
-interest (i.e., its value based 
on the existing use of the 
land) as at July 1, 1948 


Balance, being the Development 
Value taken away by the Act... f......... 


This calculation (based on a certificate given by a 
qualified surveyor) might well be the basis for any 
adjustment in the books. To what extent the loss 
of development value will be made good when the 
claim is examined by the Central Land Board will 
not be known for some years. 


The satisfaction of claims for loss of development 
rights is contingent upon the extent to which the 
Central Funds are encroached upon by preferential 
claims in respect of hardship. The amount of any 
compensation is thus extremely uncertain for at any 
rate five years. This uncertainty makes any adjust- 
ment to values inconclusive, but if property is shown 
by events to have been excessively depreciated, any 
over-deduction can be rectified when claims from the 
Central Funds are paid. It is suggested therefore 
that a balance sheet made up to any date on or after 
July 1, 1948 might reflect the position as follows 
(the figures being, of course, purely hypothetical) : 
Property Account : 

At Cost ... . £100,000 

Less ; Diminution in value on 
July 1, 1948, under the 
Town and Country Plan- 


ning Act, 1948 20,000 


£80,000 


(Note: The company has lodged a claim for a 
payment in respect of depreciation of land 
values under Section 58 of the above Act.) 


In putting forward this suggestion it is realised that 
in many cases the book values of land will contain a 
hidden reserve. It may be that even the existing use 
value is in excess of the value in the books. In that 
case, it is a matter of opinion whether any deprecia- 
tion should be provided for at all. It would pre- 
sumably be sufficient if a note were placed against 
the property account to the effect that a claim under 
Section 58 had been lodged, leaving the balance sheet 
figures unaltered. 

Any attempt at adjusting balance sheet figures 
must be experimental at this stage. The time limit 
for lodging claims for compensation is March 31, 1949, 
so that it will not be until then that many property 
owners will know the extent of their claims. It will 
not be until 1952 at the very earliest that they will 
know the amount of compensation ultimately obtain- 
able. 

Mortgages 

The position of trustees who have invested in a 
mortgage on landed property needs careful considera- 
tion. The Courts regard such loans severely, and 
trustees have to confine themselves not only to first 
legal mortgages on land but to take care not to 
advance too much in relation to the security. 

Section 8 of the Trustee Act, 1925, lays down the 
rules for advancing trust money on mortgage. 
Sub-Section 1 of that Section reads : 

A trustee lending money on the security of any sraperty 
on which he can properly lend shall not be chargeable 
with breach of trust by reason only of the proportion 
borne by the amount of the loan to the value of the 
property at the time when the loan was made, if it appears 
to the Court— 

(a) that in making the loan the trustee was acting upon 

a report as to the value of the property made by a 
person whom he reasonably believed to be an able 
practical surveyor or valuer instructed and employed 
independently of any owner of the property, whether 
such surveyor or valuer carried on business in the 
ee where the property is situated or elsewhere ; 
(6) that the amount of the loan does not exceed two 
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third parts of the value of the property as stated in 
the report ; and 

(c) that the loan was made under the advice of the 
surveyor or valuer expressed: in the report. 

One of the chief precautions to be taken by a trustee 
is that he must rely on a surveyor’s report on the 
value of the property and must not lend more than 
two-thirds of the surveyor’s valuation. In many 
cases trustees act strictly within Section 8 and 
advance exactly two-thirds of the valuer’s figures. 

In the case of trust monies, the margin of security 
is well defined and has statutory authority, but a 
similar situation arises in all cases where money has 
been advanced on the security of property. Many 
banks, insurance companies, building societies and 
mortgage corporations have made loans after being 
satisfied that the value of property (very often land 
with a potential building value) represented adequate 
security. What is the position where the Town and 
Country Planning Act has depreciated the security ? 
Hitherto the mortgagee has been safeguarded by 
having a margin over and above the loan he has made. 
May not now the original valuation be entirely 
fictitious and the stablilised value of the property be 
below even the amount of the loan ? 

This is an important but difficult problem for mort- 
gagees who are not in possession. They cannot them- 
selves lodge a claim in their own name for compen- 
sation out of the Central Funds because their interest 
is not one that brings them in the category of either 
freeholder or lessor. They must, therefore, try to 
persuade the mortgagor to make a claim so that the 
depreciation of their security is minimised. It is 
understood that in cases where a mortgagor has 
neglected to claim, the Central Land Board will admit 
a claim from the mortgagee as agent of the borrower. 
Should, however, the latter object to the lodgment of 
a claim and express his objection to the Board, it 
would seem that the claim would be invalid. 

To some extent the Act has foreseen the position of 


ACCOUNTANCY 273 


mortgagees who are not in ion, and has made 
certain provisions for them. Section 58 (4) (a) gives 
the Treasury power when making their scheme for 
administering the Central Funds of £300 million to 
incorporate similar provisions to those that prevail 
for claims under the War Damage Act. If the 
Treasury takes these powers it will mean that the 
payment of compensation under the Town and 
Country Planning Act may be made in certain cases 
direct to the mortgagees. This right to receive the 
payment will not, however, help the mortgagee when 
the borrower has failed to lodge a claim (or has 
objected to. the lender doing so) nor will it remedy 
cases where the payment from the Central Funds is 
not adequate to meet the depreciation in the asset. 
This surely'is a case where the Central Land Board 
should give priority treatment when the funds are 
being distributed ? 

This question of depreciation of security takes 
emphatic form where companies have issued capital 
by way of debentures and secured the issue on their 
property. Many property companies may find that 
their assets no longer cover their debentures and that 
they are in a very difficult position in relation to the 
debenture holders. Fortunately the current practice 
whereby fixed assets and fixed liabilities are dis- 
tinguished from current assets and liabilities on 
balance sheets will show the inadequacy of security, 
provided, of course, that the assets are written down 
to their proper existing use value. It is felt that 
property accounts should be prepared with the 
interests of mortgagees and debenture holders fully 
in mind, and specific indication should be given where 
the security has evaporated. 

In a concluding article next month we shall review 
the class of claimant who can expect preferential treat- 
ment in a claim against the Central Funds, and consider 
what effects the financial provisions of the Town and 
Country Planning Act may have on taxation. 

(To be Concluded). 


Companies Act, |948—XIV 
The Winding Up of Companies 


By E. WESTBY-NUNN , B.A., LI.B., Barrister-at-Law 


The principal changes made by the Companies Act, 
1948, in the law governing the winding up of companies 
concern the commencement of a voluntary winding up. 

Section 230, Companies Act, 1929, which regulated 
the making of the declaration of solvency required if 
the winding up was to be conducted as a members’ volun- 
tary winding up, demanded that the declaration be made 
at a meeting of directors held before notices were sent out 
summoning members to attend the meeting of the 
company at which the winding up resolution was to be 
passed, and insisted also that the declaration be filed 
with the Registrar of Companies before such notices were 
sent out. 

Under Section 283 of the Companies Act, 1948, the 
declaration must be made within five weeks immediately 
preceding the passing of the winding up resolution, and 
must be filed with the registrar before the date on which 
the resolution is passed. Moreover, the declaration must 
embody a statement of the company’s assets and 


liabilities as at the latest practicable date before the 
declaration is made. The Section also imposes a severe 
penalty on any director who makes a declaration of 
solvency without having reasonable grounds for believing 
that the company will be able to pay its debts in full 
within twelve months, and provides that, if the company 
is wound up within five weeks after the declaration is 
made, and its debts are not paid in full within the stated 
period, the burden of proving that there were reasonable 
grounds for the director’s belief shall rest on the director’s 
shoulders. 

Under the Act of 1929 it was always a little doubtful 
what steps ought to be taken by the liquidator where in 
a members’ winding up it was found impossible to pay 
the debts in full within one year. This doubt is removed 
by Section 288 of the new Act, which provides that, if 
the liquidator is at any time of the opinion that the 
company will not be able to pay its debts in full within 
the period stated in the declaration of solvency, he must 
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forthwith summon a meeting of creditors and lay before 
them a statement of the assets and liabilities of the 
company. In addition, once this has been done, annual 
and final meetings of creditors must be summoned as if 
the winding up were a creditors’ winding up, except that 
no meeting of creditors need be summoned at the end of 
the first year unless the first meeting of creditors was 
held more than three months before the end of that year 
(Section 291, Companies Act, 1948). 
The following minor amendments are also made in 
respect of a voluntary winding up: 
(1) The winding up resolution must be advertised in 
The Gazette within 14 days (Section 279, Companies 
Act, 1948). 


(2) The liquidator must advertise his appointment in 
The Gazette within 14 days (Section 305, Companies 
Act, 1948). 


(3) If there is no committee of inspection, a meeting 
of creditors may give the liquidator in a creditors’ 
winding up authority to do the things which for- 
merly could be sanctioned only by a committee 
of inspection or the Court (Section 303, Companies 

Act, 1948). 


Preferential Debts : 


Considerable amendment has been made by Section 
319 of the 1948 Act to Section 264 of the 1929 Act. The 
new Section incorporates in the consolidating Act not 
only the amendments made by Section 91 of the Com- 
panies Act, 1947, but also a number of other amend- 
ments made by various Acts since 1929. 

The most important change concerns the preference 
given in respect of salary and wages. The workman and 
labourer is now on the same footing as the clerk or 
servant. Both are entitled to preference in respect of 
earnings during the four months preceding the relevant 
date, and in both cases the maximum sum entitled to 
rank as preferential has been increased to two hundred 
pounds. 

In addition, what is called accrued holiday remuner- 
ation becoming payable to clerks, servants and workmen 
on the termination of employment before or by effect of 
the winding up order or resolution is to become a 
preferential debt. For this purpose the term “‘ accrued 
holiday remuneration ’’ includes all sums which, by 
virtue either of a contract of employment or any enact- 
ment, are payable on account of the remuneration which 
would, in the ordinary course, have become payable in 
respect of a period of holiday had the employment with 
the company continued until the employee had became 
entitled to be allowed the holiday. This, by the way, 
may be claimed in addition to the maximum £200 in 
respect of arrears of wages or salary. 


Fraudulent Preference and Floating Charge 


Section 265 of the 1929 Act is amended (Section 320 
of the 1948 consolidating Act) by an extension from three 
to six months in the period within which a fraudulent 
preference may be committed. Section 321 provides that 
where, in the case of a company registered in England, 
a fraudulent preference is rendered void and the person 
preferred is a person interested in property mortgaged 
or charged to secure the company’s debt, such person 
shall be subject to the same liabilities and have the same 
rights as if he had undertaken to be personally liable as 
surety for the debt to the extent of the charge on the 
= or the value of his interest, whichever is the 
ess. 
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Section 266 of the 1929 Act was amended by Sections 
93 and 120, Companies Act, 1947, now Section 322, Com- 
panies Act, 1948, which extends the period prior to the 
winding up, in which a floating charge must have been 
created in order to be rendered void, from six to twelve 
months, and gives the Treasury the power of altering 
the maximum rate of interest allowed by the Section. 

Section 96 (4), Companies Act, 1947, now Section 
325, Companies Act, 1948, amends Section 268 of the 
Act of 1929 by giving the Court the power to set aside 
in favour of an execution creditor the rights of a liquida- 
tor to the proceeds of an execution. 


Disclaimer 


Section 267 of the Act of 1929, which gives a liquidator 
the right of disclaiming onerous property, is re-enacted 
without alteration by Section 323, Companies Act, 1948. 
It is here mentioned because Section 355 of the 1948 
Act provides that, where any property of a dissolved 
company vests in the Crown as bona vacantia, it may be 
disclaimed by notice signed by the Treasury Solicitor, 
and that, if it be so disclaimed, the property is to be 
dealt with as if it had been disclaimed by the liquidator 
immediately before the dissolution of the company. 


Offences 


A number of alterations have been made to the Sections 
in the Act of 1929 which deal with offences antecedent to 
and in the course of winding up. Most of these amend- 
ments widen the net which is set to catch the fraudulent 
or careless, though Section 338 (2) of the 1948 Act 
relieves officers, liquidators, and receivers from certain 
liabilities for defaults they have not knowingly and 
wilfully authorised or permitted. 

In many Sections the single word “‘ officer ’’ has been 
substituted for the phrase “‘ director, manager or other 
officer.’’ In this connection, Section 455 of the Act of 
1948 (the definitions Section) provides that the term 
“‘ officer,” in relation to a body corporate, includes a 
director, manager or secretary. This does not, however, 
mean that the auditor is no longer an officer. 


This article is the fourteenth in a series on the new com- 
pany law. The first, a general article on the Compani 
Act, 1947, appeared in our issue of September, 1947, and 
subsequent articles have dealt with the following special 
aspects, 

II. ‘Company Balance Sheet and Profit and Loss Ac- 

count, etc.,”” by F. Sewell Bray, F.C.A., F.S.A.A., and 
H. Basil Sheasby, F.C.A., F.S.A.A. (October, 1947), 
III. ‘The Exempt Private Company,” by E. Westby- 
Nunn, B.A., LL.B., Barrister-at-Law (December). 
IV. “ Disclosure of Payments to Directors,” by J. H. M. 
Clark, A.C.A. (January). 
Vv. “ Meetings,” by E. Westby-Nunn, B.A., LL.B. 
Barrister-at-Law (February). . 
VI. “ Prospectuses,” by E. Westby-Nunn, B.A., LL.B., 
Barrister-at-Law (March). 
VII. ‘“ Auditors,” by W. J. Back, F.S.A.A. (April). 
VIII. “ Articles of Association and Annual Returns,” by 
iit oe B.A., LL.B., Barrister-at-Law 
ay). 
ing and Accounts,” by W. J. Back, 
F.S.A.A. (June). . J 


X. “ Points to Note” (July). 
XI. “ Accounts of Holding and Subsidi Companies,” 
by J. D. R. Jones, F-SA.A. (August). ; 
XII. “ Receivers and Managers,” by E. Westby-Nunn, 
B.A., LL.B., Barrister-at-Law (September). 
XIII. “Transfer and Transmission,” by F. D. Head, B.A., 
Barrister-at-Law (October). 
The series will be continued in future months, and we 
hope to cover all important topics of interest to readers. 
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Making the Law Less Expensive 


Under Bills introduced last month, the costs of 
litigation and legal advice are to be reduced sub- 
stantially for a large class of the community. The 


Law Society, under the general guidance of the Lord — 


Chancellor, are to.make a scheme for England and 
Wales to be approved by the Lord Chancellor and 
the Treasury, under which barristers and solicitors, 
who voluntarily place their names on panels to be 
drawn up, will hold themselves available to act for 
persons of limited means. Thereafter, the adminis- 
tration of the*scheme will be in the hands of the Law 
Society, with the addition of representatives of the 
General Council of the Bar, again under the general 
guidance of the Lord Chancellor. In Scotland, since 
all solicitors are not members of a single body, one 
is to be formed under the title of the Law Society 
of Scotland to undertake functions similar to those 
undertaken by the Law Society in England and Wales. 
The following details refer to England and Wales, 
but similar arrangements are proposed for Scotland. 
Counsel] and solicitors acting under the scheme will 
be paid out of a Legal Aid Fund which will be financed 
by the State. Payment will be 85 per cent. of the 
amount allowed on taxation of their fees and profit 
costs for cases in the House of Lords, Court of Appeal 
and High Court ; it will be.on the full scale for cases in 
County Courts. The Legal Aid Fund will be fed from 
three sources: (1) contributions and fees from 
_ assisted persons, (2) costs recovered from opposite 
parties in litigation, and (3) a grant from the Ex- 


chequer. 
Organisation 


It is expected that under the scheme for England 
and Wales there will be twelve area committees, each 
consisting of some fifteen practising barristers and 
solicitors, the barristers appointed by the Bar Council 
and the solicitors by the Law Society. These Com- 
mittees will administer the scheme, delegating more 
detailed functions, of which the main one will be 
considering applications for legal aid, to local com- 
mittees. It is estimated there will be about, 110 local 
committees, each constituted in somewhat similar 
fashion to the area committees. For considering 
applications, these local units will form small sub- 
units known as “ certifying committees.” The area 
committees, each of which will have a small staff, 
will prepare the panels of barristers and solicitors 
willing to act under the scheme ; will appoint the local 
committees and determine appeals against their 
decisions ; will collect contributions from persons 
receiving assistance under the scheme, and costs 
awarded ; and will render estimates, reports and 
accounts to the Law Society. In two matters—divorce 
cases where the assisted person contributes less than 
£10, and legal advice as contrasted with litigation— 
special arrangements will be made. ‘‘ Divorce Units ”’ 
will be set up by the Law Society throughout England 
and Wales to handle these divorces, each unit con- 
sisting of a self-contained solicitor’s practice. A unit 
will be nominated by the Law Society to handle a 


case, this being the one exception to the assisted 
person’s right to choose a solicitor from the panel. 
Legal advice will be provided through Legal Advice 
Centres set up by the local committees ; these will be 
a development of the present Poor Man’s Lawyer 


Centres. 
Finance of the Scheme 


The assistance is to be available to any person 
whose “ disposable income” does not exceed £420 
a year, subject to assistance being at the discretion 
of the local committee where his ‘‘ disposable capital ”’ 
is more than £500. A contribution may be required 
from an assisted person up to half the excess of his 
disposable income over £156 plus the excess of his 
disposable capital over {75. Officials of the National 
Assistance Board will be charged with the task of 
assessing the maximum contribution and, in the light 
of their findings, it will be for the certifying com- 
mittee to decide how much of the contribution is 
required, and whether payment should be by a lump 
sum or in instalments. In arriving at disposable 
income, deductions will be made from total income 
for income tax, dependants, loan interest, rates and 
rent ; certain allowances can also be made in deter- 
mining disposable capital. 

The Law Society is to keep accounts for the legal 
aid fund as directed by the Lord Chancellor, with the 
approval of the Treasury. Auditors—who must be 
members of one of the seven recognised bodies re- 
ferred to in the note “‘ Iron and Steel Nationalisation ’’ 
on page 265—are to be appointed by the Lord Chan- 
cellor, who must approve the scheme of audit. The 
auditors will report to the Lord Chancellor. The 
Comptroller and Auditor General, who may examine 
the accounts and records of the fund, is to report to 
Parliament upon them. The total cost of the whole 
scheme is estimated at £4,370,000, of which the 
Exchequer will bear about £2 million, the remainder 
being met from contributions from assisted persons 
and costs recovered. 


Company Accounts under the 
Companies Act, 1948 


All the accountancy provisions of the Com- 
panies Act, 1948, are presented in convenient 
form in “Company Accounts under the Com- 
panies Act, 1948,” prepared by F. Sewell Bray, 
F.C.A., F.S.A.A., and H. Basil Sheasby, M.B.E., 
F.C.A., F.S.A.A., for the Incorporated Accountants’ 
Research Committee, and to be published early in 
December by Gee & Co. (Publishers), Ltd., 27 & 28, 
Basinghall Street, London, E.C.2, price 3s. 6d. net., 
post free, 3s. 9d. 

This is a revised edition of the booklet “‘ Com- 
pany Accounts under the Companies Act, 1947,” 
by the same authors, which was previously pub- 
lished by the Society of Incorporated Accountants. 
It comprises forms of balance sheet, profit and 
loss account, and group accounts, with the relevant 
statutory requirements under each heading. 
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John Paterson Brodie 


It came as a sad shock to the President and Council 
of the Society of Incorporated Accountants to learn 
that Mr. John Paterson Brodie, the Vice-President, 
died suddenly on November 16, at the age of 71. 
Although for some months his health had not been 
entirely satisfactory, he had been able to fulfil a number 
of engagements, including a dinner given by the Council 
to Sir John Anderson held as recently as November 3. 

Mr. Paterson Brodie was a Scot by birth and instinct, 
and was educated at Kilmarnock Academy and Glasgow 
University. As a young man he went to the Potteries, 
and he had practised at Stock-on-Trent for over 45 
years. In 1918 he qualified as a member of the Society, 
and, within a few years, assisted in the establishment 
of the North Staffordshire District Society, of which he 
was the Hon. Secretary from 1925 (the date of formation) 
until 1938. In 1939 he was elected President, an office 
he relinquished in 1946. Always an active member of 
the Society, he was invariably present at Conferences 
and at other meetings of Incorporated Accountants. 
His service on the Council dated from 1934, and his 
work was marked by assiduity and regular attendance 
at Council and Committee meetings in London. His 
colleagues appreciated the readiness with which he 
always responded to calls made upon him, which 
included the detailed consideration of a large number of 
applications from ex-service men, whose problems he 
approached with much understanding and sympathy. 
It was a source of much pleasure to him and to his 
colleagues when, in 1947, he was elected Vice-President 
of the Society, the duties of which he regarded as having 
a first claim upon his time. 

Paterson Brodie was a man of robust character and 
decision: he grasped quickly the essential factors of a 
problem and his practical mind enabled him to express 
his views with a commendable economy of time. At 
the same time he was tolerant in disposition and amenable 
to the views of others. His genial gifts and character 
won for him a large circle of friends of many years’ 
standing. It was always a delight to him to entertain 

them ; many recall his generous hospitality and the joy 
of being his guests, whether in his home at Stoke-on- 
Trent or at his club in London. 

Outside his professional work he had many interests. 
Some time since, he served on the former town council 
of Burslem and became a member of the Corporation of 
Stoke-on-Trent at the time when the separate councils 
of seven local authorities of the Potteries merged to 
become the City of Stoke-on-Trent. Although he 
relinquished municipal activities some years ago, he 
continued to be intimately associated with the Con- 
servative organisation in the Potteries. 

His other activities included the North Staffordshire 
Chamber of Commerce (of which he had been Vice- 
Chairman) and the North Staffordshire Caledonian 
Society, and in London he was on the Livery of the 
Painter Stainers’ Company. 

Prominent in Masonic activities for over 45 years, he 
was Provincial Grand Warden of Staffordshire, Past 
Assistant Grand Director of Ceremonies of the Grand 
Lodge of England, and a member of the Incorporated 
Accountants’ Lodge, where he will be greatly missed. 

The practice of his firm, Messrs. J. Paterson Biodie 
& Son, Stoke-on-Trent, will be continued by the sur- 
viving partners—his son, Mr. Andrew Brodie, F.S.A.A., 
Mr. S. R. Woodgett, A.S.A.A., A.C.A., and Mr. R. A. 
Hamilton, A.S.A.A. ‘ 

There was a large and representative attendance at 
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the funeral at Carmountside Crematorium, Stoke-on- 
Trent, and the Society was represented by Mr. Peicy 
Toothill, Past President (also representing the Sheffield 
District Society), Mr. Bertram Nelson (Liverpool), 
Mr. T. Haiold Platts (Birmingham) and Mr. Henry 
Smith (Manchester) (members of the Council), Mr. A. 
A. Garrett (Secretary), Mr. R. A. Hamilton (Hon. 


Secretary, NorthStaffordshire District Society), and 
Mr. G. W. Street (Vice-President, Manchester District 
Society). Sir Frederick Alban, the President, very 
keenly regretted that a long standing engagement on 
the Society’s business prevented his attending. 


Lower Taxes in Australia 


The Budget recently presented to the Australian 
Parliament provided for reductions in income tax 
and social service contributions on individuals ap- 
proximating to one-sixth as from July 1, 1948. The 
reduction is greatest in the lower and middle income 
groups. The maximum rate of income tax and social 
service contributions remains at 15s. in the pound, 
but for income’ derived from personal exertion this 
rate is not reached until the annual income is £9,000, 
compared with £5,000 previously. The flat rate of 
tax on companies, previously 6s. in the pound, is 
reduced to 5s. in the pound on the first £5,000, in 
respect of income during the year ended June 30, 
1948. . 
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Estate Duty—Some 


Life Interests 


On the death of a life tenant, the property in which 
the deceased was interested is liable to estate duty, 
except where the deceased was the surviving spouse of 
a Marriage and estate duty was paid on the settled 
property on the death of the first spouse. This is an 
important consideration in making a will. If the 
property is left by a husband to his wife absolutely, it 
attracts duty on both deaths ; but if it is left to the wife 
for life only, it will attract duty only on the testator’s 
death. 


Reversionary Interests (Interests in Expectancy) 


Where the remainderman predeceases the life tenant 
of a trust, the estate duty on the remainderman’s 
expectancy is not payable until the property falls in 
on the death of the life tenant. It is, however, necessary 
to value the reversion on the date of the remainderman’s 
death, and to aggregate that value with the other 
property passing, in order to find the rate of duty on 
such other property. When the reversion falls in, the 
value then must again be aggregated with the original 
value of the other property, to fix the rate payable on 
the reversion. 


Example : 
Value at Value when 
date of reversion 
death falls in 
Reversion aii ine £12,000 £20,000 
Other property passing ia 17,000 17,000* 


£29,000 £37,000 


* Value at death. 

Fixing Estate es | _= ‘ 14% 18% 
Duty payable: 14% on m £17, 000 = £2,080 _ 
18% on £20,000 = £3,600 


The executors have the right on the death of the 
reversioner, however, to commute the duty by a present 
payment of duty at the rate applicable on that death 
on the value at that date, ie., in the above example, 
14 per cent. on £12,000 = £1,680; in this case no further 
duty is payable when the reversion falls in. (Duty will 
normally be payable, of course, by reference to the life 
tenant’s death, reducing the amount of the property 
that falls in; we have dealt here only with the duty 
payable in respect of the reversioner’s death.) 

Interest on the estate duty runs from the due date, 
i.e., if the duty is paid at once on the present value, 
from the date of death of the reversioner; if the duty 
is left to be paid when the life tenant dies, then the 
interest runs from that date. 

It must be added that if it is decided to commute the 
duty, the amount due must come out of the other 
property; the executors cannot touch the settled 
property till it falls in. For this reason, and because 
of the uncertainty regarding the date the property will 
fall in and regarding the amount of duties payable on 
the life tenant’s death, it is usual to wait and not to 
pay at once, unless the life tenant is in a poor state of 
health 

If the executors decide not to commute, they can 
apply at a later date to commute, but the Commissioners 
may then refuse—and they often do so refuse—to 
commute. The right only applies on the death, after- 


wards it is at the discretion of the Commissioners. 


Points for Students 


Rapid (Quick) Succession Relief 


This relief applies only where estate duty becomes 
payable a second time within five years on property 
consisting of land or a business (not being a business 
carried on by a company), or any interest in land or 
such a business. The duty on the second death is 
reduced as follows : 


Second death within 1 year of first by 50 per cent. 


” ” ” 2 years ” 2 40 per cent. 
* ” or ae » » 30 per cent. 
” ” ” 4 ” ” ” 20 per cent. 
” ” ” 5 ” ” ” 10 per cent. 


As this is a relief from double duty on the same thing, 
relief can only extend to the lower of the values on the 
two deaths; any difference is only charged once. 


Example: A died leaving a house to B, who died 
within two years. The rate of estate duty on A’s 
estate was 16 per cent., on B’s 12 per cent. The 
following figures show up the position : 

Where the value on 
B’s death 

Exceeds Is less than 

that on A.’s death 


Value on A’s death £5,000 £8,000 


B’s 8,000 5,000 
Estate Duty payable on B’s death : 
12% on £8,000 = £960 12% on £5,000 = £600 
Less Rapid Succession 
Relief 40% of 
12% on £5,000 = 240 240 
£720 £360 


Two points must be noted : 

(1) The rate of duty on A’s death is irrelevant; the 
— is a percentage of the duty payable on B’s 
eath. 

-(2) In the first case, only £5,000 of the value has 
suffered duty on the first death, and relief is only 
given from the duty payable on £5,000. In the 
second case, only £5,000 is dutiable on B’s death 
and relief is limited accordingly. 

If the house passed from B to C, and C died within 
five years of B, relief would again operate in respect 
of B’s and C’s deaths; each pair of persons is regarded 
separately. 

Where X settles property on his wife Y for life, 
with remainder to Z, there will be no estate duty on 
Y’s death, but if Z dies within five years after X, 
relief will be given. rad 

A leasehold or a rent-charge or annuity charged on 
land is an interest in land for the purposes of the relief, 
but a mortgage is not. 

A business includes all the assets used in the business, 
including goodwill, but does not include stocks and 
shares or securities for money. A company means one 
as defined in the Companies Act. 


Books Received 


Ranking, Spicer and Pegler’s Executorship Law 
and Accounts. Seventeenth edition by H. A. R. J. 
Wilson, F.C.A., F.S.A.A. (H. F. L. (Publishers), 
Ltd., London. Price 30s. net.) 

The Secretarial Handbook. By Edward Westby- 
Nunn, B.A., LL.B., Barrister-at-Law. Fifth edition. 
(Solicitors’ Law Stationery Society, Ltd. Price 
8s. 6d. net.) 
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Balancing Charges and Allowances 


The distinction in the Income Tax Act, 1945, between 
industrial buildings and plant and machinery is inter- 


esting. In Section 3, a balancing charge or allowance 
will arise where sale, destruction, etc., of an industrial 
building “‘ occurs while the building . . . is an industrial 
building.”” In Section 17, however, a balancing charge 
or allowance can arise only if the sale, destruction, etc., 
“occurs before the trade is permanently discontinued ” 
(a phrase which does not cover notional cessation under 
Rule 11, Cases I and II, Sch. D, where there is a 
succession). 


It seems clear, therefore, that if simultaneous sale, 
destruction, etc., of plant and cessation of business occur, 
there can be no balancing charge or allowance, as the plant 
was not sold or destroyed “ before’”’ cessation. What is 
the position, if a building, which has been in use as 
an industrial building in a business, is sold for non- 
industrial use on the day the business ceases, or is 
destroyed and automatically brings the business to an 
end? It seems that there may be nice problems of 
interpretation on such points. 

The greatest problem will presumably arise in proving 
that the permanent discontinuance of the business was 
not simultaneous with the sale or destruction, etc., of 
the industrial building; in most cases the sale of the 
asset will be only one factor to be considered. In other 
words, where there is discontinuance, care must be taken 
to have proof of it; before the sale of an industrial 
building. 


Successors and the Income Tax Act, 1945 


Sufficient notice has not always been taken of the 
effect of a succession. By Rule 11, Cases I and II, 
Sch. D, there is a notional cessation for the purposes 
of assessment, but Section 60 (1), Income Tax Act, 1945, 
is imperative that any property in use which is taken 
over by the successor “ without being sold” is to be 
treated as having been sold at its market value, no 
initial allowance being given to the successor. 

Moreover, by Section 58, if property is sold with other 
property, the prices in the various agreements, or in 
the one agreement, are not conclusive ; there must be 
a “‘ just apportionment ”’ to each property. All proper- 
ties sold as one bargain are deemed to be sold together. 
The word “ property ” here is used to mean any asset ; 
this is apparent from sub-Section (4). The Concise Law 
Dictionary (Osborn) defines property as ‘‘ That which is 
capable of ownership.” 


** Wilson and Heaton on the Income Tax Act, 1945 ”’ 


The authors of this work (reviewed on page 283 of this 
issue) have asked us to point out drafting errors on 
pages 234-235. Both find the error inexplicable, as 
they have lectured on the subject extensively and have 
made the correct statements when lecturing. On 
page 234 the word “ maximum ” in the third line from 
the foot of the page should read ‘‘ minimum ” ; on page 
235, the line at the end of the illustration: ‘“ As this 
exceeds 5 per cent., etc.,” should appear after the first 
half of the illustration, and should fead: “ As this is 
less than 5 per cent., the annual allowance will be one- 
twentieth.” 


Husband and Wife—Separate Assessments 


The introduction of the reduced rate for a wife who 
is earning brings out a peculiarity where separate 
assessment has been demanded. Under Section 25, 
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Finance Act, 1920, and’ Section 46 and 5th Sch., Finance 
Act, 1927, the allowances have to be apportioned as 
follows : 


Allowance Basis of Apportionment 
(a) Earned Income The respective earned incomes. 
(6) Age ... . The respective total incomes. 
(c) Personal “ oe 
(@) Additional personal The respective assessable in- 
(“* Wife’s earned comes (i.e. after the deduction 
income relief ’’) of (a) or (b) as is appropriate). 
(e) Child ... — 
Granted to the ——_ a 
‘ maintains the or - 
4} —— rege tiv eet tive ; or in proportion to 
&) Depe Rela’ their contributions, if rele- 
vant. 
(h) Reduced Rate The respective assessable in- 
comes. 
(i) Life Assurance Pre- 
miums we Granted to the spouse who pays 


the premiums. 
Although, therefore, the wife’s earned income may 
attract reduced rate relief, this will be apportionable, 
just as the old reduced rate relief was. 


Illustration. 1948-49: 
Illustration 1948-49 
; Wife 
Joint Assessments H 4 Tete 
Business Income sho bo do 
Dividends . 880 600 

Remuneration, Sch. E. 400 200 200 
2,080 1,000 400 
E.LA. $th 240 80 80 
Assessable Income... oa — 920 320 

P.A es shes ... £180 
Additional P.A. ... as an 110 110 

Children (2) dod “a ons 

50 

od 350 
£1,490 £810 £210 
3, ao t 3/. qr toro 
t3/- — a he 

00 at O/- 00 6 feo at 6/- 0 0 
1,240 at 9/- 558 0 0 at 9/- 270 0 0 
£,1490 625 10 0 £810 325 10 0 


Life Assurance Relief: 


£120 at 3/6 21 00 £20 at 3/6 310 0 
Tax suffered 0 322 0 0 
Less Tax on Dividends 396 0 0 270 0 0 
Tax, Schs. D & E £208 10 0 £52 0 0 
Separate Assessments : 
aig! dl Wife 
Assessable Income as above ies ints ~~ ae obo 
P.A.s and Children one £410 
yy 1840 : 920 £273 137 
<= 323 
£1,517 £783 
Husband Wife 
meee 
at 3/- 
o (1,840 : nes £6 7at3/- £10 1 O at 3/- £4 19 0 
860 at 6/- do. 40 at 6/- 72 00 20 at 6/- 0 
Balance at 9/— 1,210 at oi 54410 0 630 at 9/- 28310 0 
626 11 O 324 9 0 
‘Life Assurance Relief ae 21 0 0 310 0 
Tax suffered sos -- C0511 O 320 19 O 
Less on dividends eas — 868lhUE 270 0 0 
Tax, Schs. D & E ... ’ {200 11 0 0 £50 19 0 


It is preferable to avoid the complications of separate 
assessment, one spouse agreeing to reimburse the other 
at the end of the year. 
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Post-war Credits 

In reply to a question the Chancellor of the Exchequer 
stated in the House of Commons on November 9 that 
the total amount of income tax post-war credits out- 
standing was {675 million. 


Income Tax 

The Chancellor of the Exchequer, in a reply to a 
question in the House of Commons, said on November 4 
that the expenditure involved in converting factory 
premises for the purposes of works nurseries might be 
written off for taxation purposes under the provisions 
of the Income Tax Act, 1945, relating to industrial 
buildings. 

Patent Royalties (French Taxation) 

According to a statement made by the Chancellor of 
the Exchequer in the House of Commons on November 2, 
patent royalties payabie to British nationals were 
chargeable to tax in France at a rate, he understood, of 
16.8 per cent., subject in appropriate cases to a relief 
by way of personal allowances. The same rate of tax 
was imposed on French nationals. Under a double 
taxation convention between the U.S.A. and France, 
each country had agreed in general to exempt from tax 
patent royalties flowing to residents of the other country. 
The United Kingdom had for some time been awaiting 
the convenience of French representatives to open 
negotiations for an extension of the existing limited 
taxation treaty between the two countries, an extension 
under which reciprocal exemption for patent royalties 
would, it was hoped, be included. 


Inland Revenue Organisation 

The Board of Inland Revenue has appointed a com- 
mittee to review the organisation and administrative 
methods of the department. The members of the 
committee ere: Sir Eric St. J. Bamford, chairman of 
the Board of Inland Revenue (chairman) ; Mr. F. R. M. 
de Paula, O.B.E., F.C.A.; Mr. J. E. Wall, director of 
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establishments, Ministry of Food; and Mr. E. H. 
Ritson, director of establishments, Inland Revenue. 


Farmers’ Income Tax 

The booklet under this title published by the Ministry 
of Agriculture and Fisheries (H.M.S.O., 6d. net), has 
now been brought up to date, incorporating changes 
made by the Finance Act, 1948. It is compiled by the 
Inland Revenue Department in collaboration with the 
Ministry and the Department of Agriculture for Scot- 
land. Its main object is to describe in simple terms how 
a farmer’s income tax is worked out, and it achieves 
that object admirably. The position for years up to 
and including 1948-49, and that for 1949-50 onwards, 
when all farms come under Schedule D, are explained 
in the clearest terms and well exemplified. 

Attention is drawn to the position where losses are 
sustained ; the valuation of tillages, etc., and livestock ; 
the herd basis ; renewals of working horses ; deductions 
for rent or annual value, repairs, insurances, wages, etc. ; 
wear and tear allowances, etc., with rates and examples, 
and the capital allowances under the Income Tax Act, 
1945. 

All farmers and those who have to deal with their 
accounts should have a copy of the booklet. 


Double Taxation 
Conventions following the same lines as those with 
the U.S.A. have now been ratified between the United 
Kingdom and the Netherlands (H.M.S.O., Cmd. 7555 
and 7556), with effect as follows : 
U.K. Income Tax: For 1948-49 onwards. 
Sur Tax : For 1947-48 onwards. 
Profits Tax : From April 1, 1948. 
Netherlands Income Tax: From January 1, 1948. 
Company Tax: From January 1, 1948. 
Any other taxes: For 1948 onwards. 
U.K. Estate Duty and Netherlands Succession Duty : 
Deaths on or after July 1, 1948. 


Recent Tax Cases . 


By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Income-tax—Case V—Dividends received prior to year of 
atsessment from foreign companies—First dividend in year 
of assessment from shares held for number of years prior to 
year of assessment—Whether new source of income— 
Whether additional assessment competent—Income Tax 
Act, 1918, Case V, Rule 2—Finance Act, 1926, Sections 
29 (1) (6) (#), 30 (2), (#4), 31. 

Atkinson v. Goodless, Wall and Lead Industries, Lid. 
(K.B.D., July 8, 1948, T.R. 247) was interesting in that 
although the Special Commissioners had decided in 
favour of the respondent, it was upon grounds other 
than that upon which the case was argued successfully 
before Singleton, J. Section 30 of the Finance Act, 1926, 
provides that the assessment of profits or income charge- 
able under Case V of Schedule D may be made in one 
sum, but by proviso (i), if ‘ in any year of assessment ” 
@ person ceases to any particular source, the 
discontinuance provisions of Section 31 of the same Act 
are to be applied. Conversely, by proviso (ii), if “in 
any year of assessment ”’ a new source or an addition to 
an existing source is acquired, the income from the new 
source or the addition is to be computed in accordance 
with the commencement provisions of Section 29 (1) 
(6) (i) of the Act. The respondent company had had 
for some years a 100 per cent. subsidiary in the Argen- 
tine which in January, 1943, declared a first dividend 


equivalent to £7,434. An additional assessment for 
1942-3 had been made and was challenged. In the High 
Court it was contended, for the Revenue, that “ in any 
year of assessment " meant “‘ in any year” or “ at any 
time,” and, on this construction, the wording of Section 
29 (1) (5) (i) required an assessment to be made for the 
year when the income first arose, i.e., 1942-3. For the 
company, it was argued that “ in any year of assessment’’ 
meant the year of assessment for which a return had to 
be made, the one which was under consideration, and, 
inter alia, it was urged that the words in question could 
not have a different meaning in proviso (ii) to Section 
30 from what they had in proviso-(i) to that section, 
and that there the Revenue’s interpretation was out of 
the question. The decision in favour of the respondent 
would seem to have been inevitable in the circum- 
stances ; but the Revenue were obviously at a disadvan- 
tage in having to meet a new line of argument. 


Income-Tax—Settlemenit—Capital sum paid to trustees— 
Company connected with settlement—Payment by company 
of sums due by setilor—Debits to his current account with 
company—Whether sums so paid to be treated as income 
of settlor for income-tax—Finance Act, 1938, Section 40. 

Potts’ Exors. v. C.I.R. (K.B.D., July 26, 1948, T.R. 
297) arose out of a settlement made by a Mr. Potts, 
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incorporated in 1925. By a deed made in 1939, he paid 
to trustees the sum of £150,000 upon trust for the benefit 
of his infant grandchildren. Within a month after- 
wards the trustees purchased 49,999 shares in G. W. 
Potts, Ltd., at £3 per share from Mr. Potts or his nominees 
The trustees were a trust company controlled by him. 
He had a current account with G. W. Potts, Ltd., into 
which was paid his salary and expenses allowance from 
that company. Various payments were made by the 
latter upon his behalf almost entirely consisting of 
sur-tax ; and at the end of 1939, the first year of the 
settlement, he owed the company /8,850, and by 
December, 1940, the debit balance had risen to £32,570, 
which he discharged by payment upon the 23rd of that 
month. It was admitted that G. W. Potts, Ltd., was 
a company connected with the settlement within Section 
40 (3) of Finance Act, 1938, and it was contended by 
the Revenue that by reason of Section 40 (1), the sums 
paid to third parties through the current account were 


The Stock Exchange 


A memorandum regarding certificates of profits for 
purposes of prospectuses, offers for sale, and advertised 
statements, drawn up with the co-operation of the Insti- 
tute of Chartered Accountants and the Society of In- 
corporated Accountants, has been circulated by the 
London Stock Exchange. ; 


The memorandum points out that Appendix 34 to the 
rules of the London Stock Exchange requires, inter alia, 
that such notices should include a report by the auditors of 
the company or by qualified accountants with respect to the 
profits or losses of the company for each of the ten completed 
financial years preceding the publication of the notice. A 
similar report has to be furnished where the proceeds of an 
issue are to be applied to the purchase of a business or com- 
pany which is or will become a subsidiary company, the 
report then covering the business or company concerned. If 
the business or company does not have audited accounts 
covering ten years, the period is to be restricted accordingly. 

The basis upon which profits or losses are to be computed 
is not laid down either in the rules or in the Companies Act, 
1948, though it is the practice for the reporting auditor or 

- accountant to indicate the basis which has been adopted in 
his report. This normally states that the profits or losses have 
been arrived at after charging all expenses, after dealing with 
such items as depreciation, amortisation, directors’ remunera- 
tion, interest, etc., on defined bases, and after making such 
adjustments as are appropriate. 

Provision is also made in Appendix 34 for the submission 
to the share and loan department of “a written statement 
signed by the auditors or accountants setting out the adjust- 
ments made in the report on the profits and giving the reasons 
therefor.” This statement has to be available for inspection 
by the public for a reasonable time, not less than fourteen 
days, at a place in the City of London. 

The memorandum continues that, so that the share and loan 
department can obtain the information it requires in sufficient 
detail and on a reasonably uniform basis, it is suggested that 
the written statement required from the auditors or accoun- 
tants setting out the adjustments made in the reports on 
the profits and giving the reasons for them should be divided 
into two sections, as follows :— 


Section A, which should begin with the net increase or 
decrease in the balance at credit or debit of profit and loss 
account as shown by comparison of the balance sheets at 
the beginning and end of each of the financial periods under 
review ; there should then be shown and added to or deducted 
from this amount : 


governing director of G. W. Potts, Ltd., a company 


capital sums paid, directly or indirectly, to him and 
must be treated as his income and, if so, it entailed 
additional assessments to sur-tax of over £50,000 for 
1939-40, and a smaller sum for 1940-1. Singleton, J., 
reversing the decision of the Special Commissioners, 
who had held that what had been done was “in sub- 
stance’’ payment to Mr. Potts, said that to satisfy 
Section 40, there must be payment #o the settlor. Pay- 
ment upon his behalf did not satisfy the wording. Apart 
from this, he would have held that the payments made 
were caught by the definition of “capital sum” in 
Sub-Section (5) (a) (ii). 

As the case stands, a serious flaw is shown in Section 
40 from the Revenue point of view. Nevertheless, if 
after ‘‘to’’ there were inserted “ or on behalf of,” it 
would seem that the effect would be to extend the 
mischief of the section to many transactions of innocuous 
character. In the case under review, no payments had 
been made by the trustees of the settlement. 


\ 


and Profit Certificates 


(i) The items which, if the provisions of the Act had been 
in operation in the respective periods, would in any event 
have had to be stated separately in the profit and loss ac- 
counts, including particulars of directors’ emoluments as 
defined by Section 196 of the Act, but excluding therefrom 
in respect of any period to which the Act did not apply, the 
estimated money value of any benefits received by the 
directors otherwise than in cash as referred to in sub-Section 
196 (2). 4 

Notes should be inserted in Section A to disclose any further 
information which would have had to be disclosed by way of 
note to the profit and loss accounts if the Act had been in oper- 
ation. 


Depreciation, amortisation, and diminution in value of fixed 
assets should be sub-divided to show the charges (a) in respect 
of which no corresponding allowance was made for taxation. 
and (b) in respect of which allowances weve made. For com- 
parison with the latter, there should be given for each period the 
tax allowances obtained on the basis laid down for profits tax. 


(ii) Interest charges (analysed under appropriate headings) 
other than those payable on debentures and other fixed loans. 


(iii) Material revenue items which have been dealt with 
otherwise than through the profit and loss account. 


The sum finally arrived at in this section would normally be 
the profit for the year before taking account of items which the 
Act vequires in any event to be stated separately. 


SEcTIoNn B, which should commence with the final figure of 
profit or loss shown in Section A, and should show in detail 
the adjustments made thereto in arriving at the profits or 
losses shown in the report of the auditors or accountants ; 
-the reasons for such adjustments should be given. 

If the company is a holding company, the “ written 
statement "’ may deal with the consolidated results of the 
company and of its subsidiaries or with the results of separate 
companies or groups of companies comprising the holding 
company and its subsidiaries. In the latter case, a summary 
combining the final figures so as to arrive at those shown in 
the report of the auditors or accountants should be submitted. 

In the case of businesses with overseas interests, the basis 
on which overseas currencies have been dealt with should, if 
the accounting treatment of these matters is material, be 
set out in the “ written statement.” 

The “‘ written statement ’’ should be accompanied by a 
letter from the reporting accountants to the share and loan 
department of the Stock Exchange, which should confirm that 
all adjustments have been made in respect of each year under 
review which are appropriate for the purposes for which the 
report on the adjusted profits is being made and that no other 
adjustments have been made. ; 


December, 1948 
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President Truman and the Market 

There have been two events in recent weeks which 
may be of great importance to investors—the election 
of Mr. Truman as American President and the terms of 
the Iron and Steel Bill. So far neither has had any 
great effect on security prices. The immediate reaction 
to the former appears to have been slightly favourable, 
apparently on the assumption that Mr. Truman’s régime 
will be more generous to Britain than that of the 
Republicans, and that his internal policy will be the 
more inflationary. On the latter point there is now 
some difference of opinion. One may say that, whether 
or no the President takes any definite action against 
“big business,’’ industrialists will be deterred from 
taking action to expand capacity until they see which 
way the wind is blowing. Or one may hold the view 
that, as Mr. Truman is committed to more social services 
and owes some measure of his success to organised 
labour, he is more likely to look favourably on wage 
increases and on Government disbursement than the 
Republicans. It is only a short step from this view to 
the supposition that, like almost every other politician, 
he will find inflation the easiest way to finance such 
outgoings. The argument goes on that higher U.S. 
prices will make it even more difficult to maintain here 
the price stability which has not yet been fully estab- 
lished. This perhaps explains a further rise of nearly two 
points to 121-3 in the industrial ordinary share index of 
the Financial Times, but it seems to suggest that fixed 
interest stocks should be less popular. In point of fact 
the index of fixed interest stocks of the same paper 
shows a modest improvement on the month from 133 
to 133-7, while the yield on Old Consols is moderately 
down at 3.12 per cent. Neither rise can be justified on 
any ground other than the supposition that the official 
policy of disinflation is wearing very thin indeed. With 
the country in its present quandary and little hope of 
any rise in the real level of production in the coming 
year, it is hard to justify a rise in security prices, but if 
there is spare money around it will force up prices. 


Trinidad Reception 

That there is plenty of spare money is held to be proved 
by the response to the offer of Trinidad 3 per cent. 
stock 1967-71. Of this the total issue was £3,168,000, 
of which £750,000 had been placed firm. Total appli- 
cations exceeded 80,000,000. All those for less 
than £10,000 were rejected and allotments above 
that figure were at 5 per cent., falling to 2 per cent. 
as the amount required increased. Much of this must 
have represented heavy “ stagging,’”’ but the stock was 
certainly attractive and there is a very poor supply of 
securities yielding a little over that obtainable on the 
Funds proper but carrying the advantages of being 
administered by the Crown Agents. , 


The Steel Terms 

This is not the place to discuss the general merits or 
otherwise of the policy of steel nationalisation, but the 
investor must take account of the proposal in its wider 
implications as well as its direct effects on holders of 
steel company shares. First as to terms, almost every 
authority which has issued a statement has made it 
clear that market prices are not considered a fair basis 
for acquisition. Indeed, there can be no better basis 
than arbitration. The arbitration basis is no longer to 
apply even to those shares which have no market 
quotation, as it did in the case of the electricity under- 
takings. The result is that no proper relationship is 
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The Month in the City 


maintained between the compensation paid to one class 
of stockholder in any given company and another, and 
that the whole of the equity rights are frequently being 
taken over on a very few years’ purchase of current 
earnings, earnings which—despite subsidies—are almost 
certainly depressed by Government control both of raw 
material supplies and of profit margins. In the case of 
prior charges, the loss on some recent issues will be 
substantial if the Bill ever becomeslaw. Stee] Company 
of Wales is a case in point. 

In the wider aspect, the Bill puts the Government in 
possession of businesses in a very wide range of industries 
in which it will be competing with privately owned 
concerns. Further, in most of these cases it will itself 
determine the conditions, including price, upon which it 
will supply materials to its competitors. Fair competition 
between State and privately owned industries would be an 
interesting experiment. But there is here not even a 
slight indication that the possibility of fair competition 
exists. The holder of equities is already penalised by 
a combination of high taxation, inadequate tax allow- 
ances and inflation, on the one hand, and by the dividend 
‘* standstill,” on the other hand. If he is to suffer also 
from subsidised Government competition his prospects 
will be gloomy indeed, both for earnings in ‘the near 
future and for the capital value of his holding. 


1.C.F.C. Earnings 

The third accounts of the Industrial and Commercial 
Finance Corporation show a modest contraction in new 
business and a considerable improvement in earnings. 
During the year this body has raised the rates it charges 
by rather more than the average reduction of } per cent. 
by which they were reduced in 1946-47, and it has 
suffered no fresh reverse in its fortunes as regards bad 
debts. The result is that—on the justifiable assumption 
that no tax will be payable—it has covered its three 
years of operation with a very modest margin on the 
right side. It is true of course that it has paid nothing 
on its share capital, while the interest charge on its 
loan capital is believed to be purely nominal. It is, 
however, also the fact that the Corporation has backed 
some ventures which were thought too risky by the 
bankers who own it and who are doubtless satisfied to 
be out of the business so cheaply. Among the I.C.F.C. 
participations are some in public companies, and it is, 
probably, expected that some of these may be re-sold 
to the public on profitable terms during the current 
accounting year. If this happens it should be possible 
to begin building up a reserve against any untoward 
experiences in the future. A feature-of the report is 
a courageous statement on taxation by Lord Piercey, 
chairman of the Corporation. Lord Piercey is without 
doubt a friend of the Labour Party, but he has gone 
out of his way to stress that the consumption of capital 
is largely a result of heavy taxation, to stigmatise the 
Profits Tax as bad and to call for the repeal of the 
Bonus Tax. The hope grows that there will be some 
relief from the last of these impositions. 


THE SPECIAL CONTRIBUTION 
Readers of the booklet The Special Contribution, by James 
S. Heaton, A.S.A.A., which was distributed with our October 
issue, are asked to note that on page 12, in the example 
illustrating income arising abroad, the figure of £2,655 shown 
as income tax and sur-tax without double taxation relief is 
an arithmetical slip and should be £3,380. The figures in 
this example are computed according to the circumstances 
of a taxpayer claiming the higher personal and reduced rate 
reliefs. 
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General Electric’s Stocks 

As compared with the previous year-end, stocks of 
General Electric were up by £8,271,000, an amount not 
far short of the total issued share capital of £9,798,372, 
of which £5,600,000 is in Preference units. As a result, 
bank loans of {4,840,593 have been incurred, but they 
have been to a large extent reduced since the year-end 
thanks to the nationalisation of the electricity supply 
interests. If this had not been the case, it is reasonable 
to assume that before now the company would have 
joined the queue for additional working capital. On the 
question of finance, and, for that matter, on that of 
stocks, the report throws light by stating : “‘ The increase 
in business, particularly export, the change in the charac- 
ter of trade from Government contracts to normal 
business, and the necessity for improving and extending 
production facilities, have required a considerable 
amount of additional finance. ...’”’ It is further stated 
that the new Companies Act has necessitated many 
changes in the presentation in the details of the accounts, 
and that it would be misleading to give 1947 figures for 
comparison. Fortunately, shareholders in the company 
are able to rely on their chairman to give an exhaustive 
review at the company’s annual meetings. 


Glass Houghton & Castleford Collieries 


Nationalisation of the coal mines apparently obviates 
the colliery companies having to comply with those 
clauses of the Companies Act dealing with depreciation, 
and Glass Houghton & Castleford Collieries joins others 
in showing assets transferred to the National Coal Board 
at a lump sum book figure. The obligation to submit 
consolidated accounts leads now to the disclosure that 
_over a period of years a subsidiary has accumulated 
investment realisation profits of £105,000, while the 
parent has a similar surplus of £13,711, and shareholders 
would no doubt have welcomed details of the assets 
vested in the National Coal Board. It is mentioned 
by the chairman that claims in respect of stocks, stores 
and railway wagons total £570,000; the intriguing 
question is what ratio this total bears not only to the 
claims made for compensation in respect of coke ovens, 
housing property, wagon repair shops, etc., but also 
to the book value of the assets which will be paid for 
from the global compensation figure of £164,660,000. 
As this is the first set of consolidated accounts the only 
clue to previous group earning power is provided by 
the estimated interim income figure of £25,423. Perhaps 
the outstanding point for shareholders is that the claim 
for £571,000 (which excludes colliery compensation) is 
equal to over 50 per cent. of the book total of tangible 
assets. 


Brazilian Warrant 


A shareholder in the Brazilian Warrant Company will 
turn the pages of the report and will decry the absence 
of comparative figures, but when he reads the accom- 
panying chairman’s speech he will quickly change his 
tune. ‘The chairman dwells frankly and fully with all 
the changes that have taken place, and promises com- 
parative figures in the future. To pave the way for 
part of his explanatory statement, appendices are given 
to the report showing the movements in contingency 
and other reserves during 1947. Reserves of {£43,756 
formerly included with creditors make their bow, and 
a provision of {21,361 provided for loss on loan and now 
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freed helps to swell the reserves total further. In the 
final result the revenue reserves of the parent and the 
capital and revenue reserves of the group are increased 
by £90,057 and £159,695 respectively as compared with 
1946. 

Taxation bears very heavily upon this company. 
Foreign taxation takes 17 per cent. of the revenue surplus 
and United Kingdom ‘taxation 62 per cent., a total of 
79 per cent. and equivalent to 15s. 10d. in the £. Con- 
certed efforts have been made through the Chambers 
of Commerce in Brazil and, in conjunction with other 
interested companies, by personal interviews with 
Somerset House to obtain some mitigation of the 
position, so far without success. In the case of com- 
panies domiciled in the United Kingdom but having 
branches in Brazil, earned profits much in excess of the 
permitted remittable amount would result in a liability 
for British income tax on the whole of the profits, with 
only limited funds from which to meet the claim. 
Furthermore, this claim nowadays bears interest at 
3 per cent. No obvious and acceptable solution of the 
problem has been found, but in the meantime the 
Revenue authorities have expressed their willingness to 
give sympathetic consideration if and when the situation 
should arise that funds were insufficient. The company 
provides financial, warehousing and transport facilities, 
etc., to coffee planters in Sao Paulo, and operates several 
subsidiaries. Its prosperity thus depends not only on 
a continued high price for coffee, but also on free currency 
movements. 


United Steel and Steel Nationalisation 


Reflecting the rise in steel production, trading profits 
of United Steel Companies jumped from £3,221,781 to 
£3,935,651 in the year to June 30 last. The conservative 
dividend policy of recent years has to be related to the 
heavy capital expenditure that has taken place; during 
the past financial year alone the group’s outlay on capital 
account amounted to £4,459,302, and there were out- 
standing commitments not provided for amounting to 
£4,007,250 at the balance-sheet date. New capital] has 
been raised by preference issues since the end of the 
war, but even so net liquid assets showed contraction 
from £5,462,478 to £3,728,112 in the past year, so that 
the cautious distribution policy, more recently imposed 
by the F.B.I. agreement with the Chancellor, is under- 
standable. 

As these accounts follow publication of the Iron and 
Steel Bill, it is interesting to calculate what price the 
Government is paying for the undertaking and what it 
is buying. On market prices the purchase consideration 
is £21,276,975. Fixed assets stand in at £17,586,224 
after deducting as much as {10,679,181 for depreciation ; 
net liquid assets total £3,728,112; assets vested in the 
National Coal Board £3,840,419 (they are probably 
worth more) ; and trade investments, taking the quoted 
ones at their year-end market value, at £5,693,289. 
The grand total amounts to /£30,848,044, and after 
deducting mortgages, secured loans and tax provisions 
there is a balance of {28-1 million available for the share 
capital. Deducting the preference capital at its take- 
over value leaves a surplus of {22-3 million attributable 
to the ordinary capita]. But ordinary shareholders are 
to receive only {15-5 million, or just under 14s. in the {. 
Other leading steel companies wil] be able to produce 
similar figures to substantiate their case against the 
terms on which the industry is to be nationalised. 
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Wilson and Heaton on the Income Tax Act 1945. 


By H. A. R. J. Wilson, F.C.A., F.S.A.A., and 
James S. Heaton, A.S.A.A. (H.F.L. (Publishers), 
Ltd., and Sir Isaac Pitman & Sons, Ltd., London. 
Price 25s. net.) 

In the Budget Speech for 1944 the then Chancellor 
of the Exchequer, Sir John Anderson, made a declar- 
ation of Government policy in relation to revisions of 
the income tax code. The Chancellor went on to state 
that the Board of Inland Revenue, after exhaustive 
investigation and consultation with representatives of 
trade and industry and members of the accountancy 
profession extending over twelve months, had accepted 
the proposition that “taxable profits’ should be real 
profits in the sense that those profits should be struck 
only after making all proper deductions and allowances, 
especially adequate allowances such as might be made 
on a commercial basis for the amortisation of money 
expended on assets which are used up in the making of 

rofits. 

» Some twelve months later the Income Tax Bill, 1945, 
was introduced to carry into effect the declared policy 
of H.M. Government, and it is significant that a further 
period of three years has elapsed before the present 
text-book has been brought to the point of publication. 
The work itself bears eloquent testimony to the thorough- 
ness with which this self-imposed task has been per- 
formed, and will enhance the authors’ well-deserved 
reputation for clear and succinct exposition of taxation 
subjects. The three years period is at once a tribute to 
their industry and patience, and a criticism of the 
complexity of the provisions of the Act. 

For much the same reasons, accountants who have 
been eagerly awaiting publication of the book will have 
no valid ground for disappointment if it does not afford 
ready answers to many of the problems which they will 
have encountered in the practical application of the 
provisions. It can be confidently asserted, however, 
that any practitioner who studies the book closely will 
be well repaid for his effort, in that he will gain a much 
clearer understanding of the issues involved. 

The most commendable features of the book are the 
orderly manner of approach to each of the main subject 
matters, and the subsequent logical development, 
irrespective of the sequence of the Sections in the statute. 
The Act itself contains seventy Sections and three 
schedules consisting of 67 pages. The book extends to 
just over three hundred, but it is a fair assumption that 
the first draft was considerably longer, and has been 
persistently and drastically pruned until it is concise 
and yet comprehensive. 

Wherever possible, after detailed exposition of the 
statutory provisions of a particular subject matter, the 
authors have introduced tables broadly summarising 
the salient points. Once the reader has assimilated the 
main material, these tables can be used as ready means of 
reference to the points which must be borne in mind. 

Every accountant will have been faced with the 
problem of how to calculate the annual allowance of an 
industrial building bought some years ago for a lump 
sum, which comprised the land, the building erected 
thereon, and possibly some fixed plant. The so-called 
factory allowance under Section 15 of the Finance Act, 
1937, was readily ascertained, but who can now establish 
the origina] cost of construction of the building alone ? 
Even on this ostensibly simple but practically insoluble 
problem the authors provide some useful guidance on 
pages 89 e¢ seg. Many outstanding claims should prove 
capable of settlement in the light of their advice. 
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The authors expound, with lucidity and commendable 
absence of comment, the provisions relating to mines, 
oil-wells, and other natural deposits of a wasting nature. 
To treat seriously an elaborate theoretical code which 
must be ludicrously inappropriate to the realities of most 
of the undertakings to which it is intended to apply, is 
not the least of the authors’ achievements. In this 
connection it is erroneously stated (third line from the 
bottom of page 234) that the annual allowance for 
amortisation is “subject to an over-riding maximum of 
5 per cent.” ” Minimum should be substituted for 

‘maximum.’ 

Every accountant’s bookcase, however co 
should make room for this excellent handbook.—A.S.A. 


The Valuation of Company Shares and Businesses. 
By A. V. Adamson, F.C.A. (Aust.). (The Law 
Book Compariy of Australasia Pty., Ltd., Sydney, 
N.S.W.; Gee & Co. (Publishers), Ltd., London. 
Price 25s. net.) 


The transfer of ownership of businesses to the Govern- 
ment, either under the Defence Regulations during the 
war, or in the course of nationalisation since, has given 
to problems of valuation and the assessment of com- 
pensation a good deal of topical interest. A re-examin- 
ation of some of these problems will therefore be welcome 
at the present time. Mr. Adamson’s book is addressed 
primarily to Australian readers, and inevitably parts of 
it will have a somewhat limited appeal to readers in 
Britain. But for the most part, what he has to say is as 
apt here as in Adelaide, where it was written. 

The book falls into two parts, the first dealing with 
the theory of valuation, the second with the practice. 
In both parts of the book, but particularly in the first, 
the author has drawn freely on the work of others in 
this field, notably H. E. Seed in this country, and Pro- 
fessors Bonbright and Paton in the United States. The 
general basis of valuation which he adopts, following 
these writers, is the capitalised value of estimated main- 
tainable profits ; no attempt is made to value goodwill 
separately from tangible assets. 

The recent tendency for nationalisation Acts to fix 
compensation for quoted stocks at their Stock Exchange 
price on some specified date lends particular interest to 
Mr. Adamson’s chapter on “‘ The Significance of Stock 
Exchange Quotations.’’ His conclusion is expressed in 
very guarded language : “‘ By taking proper precautions, 
we can make use of Stock Exchange sales and quotations 
as a starting point towards the ascertaining of real value.” 
He thus endeavours to steer a middle course between 
the view of the present Government in this country that 
security prices adequately represent the true value of 
undertakings which are being acquired, and the entirely 
opposite view of the Council of the London Stock 
Exchange, as expressed in their statement of December, 
1946, that “‘ Quotations . . . definitely do not represent 
a valuation of a company by reference to its assets and 
its earning potential.” 

In this chapter, and in the next, in which he discusses 
“Interpretation of Market Yields,” Mr. Adamson 
reveals his one serious blind spot. Throughout the dis- 
cussion of the factors affecting Stock Exchange prices 
and market yields, there is nowhere any reference to 
the fundamental importance of the market rate of 
interest. Any attempt to explain movements in particu- 
lar equity yields which does not start from a proper 
appreciation of the less complex factors underlying 
changes in the yield from risk-free government securities 
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must certainly court disaster. Mr. Adamson’s blind 
spot can play him queer tricks: witness his statement 
that ‘‘ The percentage returns on Commonwealth Loans 
... fell from 5.5 in 1926 to 3.2 in 1946... This difference 
may be regarded as a rough indication of the decrease in 
the value of money during the twenty-year period.” 
It is not clear whether the reduction in yield to which 
he refers was mainly due to conversion operations or to 
a 1ise in the market price of the stocks, but whatever the 
explanation, there can surely be no such simple causal 
connection between the yield from gilt-edged and the 
value of money. Between the end of 1938 and the end 
of June, 1948, the yield on 2$ per cent. Consols, for 
example, had changed very little—it fell from 3.49 per 
cent. to 3.25 per cent. Yet, in the same period, the value 
of money had fallen by more than one half. 

The practical application of the theoretical principles 
considered in Part I of Mr. Adamson’s book is worked 
out in Part II with admirable care and thoroughness. 
In the final chapters their application is discussed with 
particular reference to preference shares, the shares of 
investment and holding companies, and small businesses 
and professional practices.—D.S. 


Advanced Accounting. By R. K. Yorston, E. B. Smyth 
and S. R. Brown. (Law Book Co. of Australasia, 
Ltd., Sydney ; Gee & Co. (Publishers), Ltd., London. 
Two volumes. Price 35s. net per volume.) 


Australia is nowadays providing accountants with 
reading that is unmistakable in quality. Mr. Fitzgerald’s 
articles are well known; only recently Mr. Hannan 
gave us his able Principles of Income Taxation ; and 
now comes this interesting attempt at a new basic 
text-book of accounting at an advanced level. 

What is it that distinguishes a thoughtful and stimu- 
lating text-book from a mediocre work? Perhaps the 
answer is that the former treats accounting as something 
with underlying rules that call for full statement and 
criticism, whereas the latter smacks the goods down on 
the counter with scant attempt at generalisation and 
still less at appraisal. Advanced Accounting begins with 
a chapter on, not day-book rulings or the mechanics of 
double-entry, but the fundamental concepts (“ con- 
ventions ” the authors call them, somewhat unhappily) 
that are emerging from accountants’ practice. Thus an 
adult and literate note is struck from the start. It is 
fairly well maintained ; there are good chapters on the 
form of accounts—a subject which most of our text- 
books ignore, surprising though this seems ; on the design 
of an accounting system ; on the analysis of financial 
statements ; and so forth. Further, the volumes are well 
illustrated, the pictures and diagrams in the chapter on 
machine accounting being particularly suitable. 

There are, however, lapses. One quick way of testing 
a work on accounting theory is to turn to the chapter 
on depreciation, and there look up the list of different 
methods. If these are merely described, without any 
attempt to risk a general statement about which is the 
most suitable and why, then the author fails to meet 
our test ; if he tries to make such a statement, or says 
that he does not know the answer to the problem, he 
passes. Advanced Accounting does not score very high 
marks here. Again, in view of the overwhelming im- 
portance in accounting theory of the distinction between 
capital and revenue, the reader may well raise his eye- 
brows on finding that this subject is relegated to a brief 

and dogmatic footnote in Chapter One. The inclusion of 
seven chapters on “Statistics as Applied to Accounting” 
is a doubtful innovation; perhaps such a lengthy 
digression should form a separate volume. 

The book is cosmopolitan in outlook. In giving space 
to work-sheets and the statement of source and dis- 
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position of funds (the latter in a -+most illuminating 
chapter), the authors tacitly acknowledge the influence 
of American teachers ; reference to the Cohen Report 
and the Institute’s Recommendations gives a British flavour. 
Where legal matters are concerned, the book naturally 
puts its main stress on the statutes of the various 
Australian states. Its serviceableness to the non- 
Australian reader is inevitably circumscribed in conse- 
quence. This is a pity, as in some respects its standards 
are notably in advance of our staple British text-books. 
—wW.T.B. 


Incorporated Accountants’ Research 
Committee 
Prize Scheme 


1.—The Incorporated Accountants’ Research Com- 
mittee offers two Incorporated Accountants’ Research 
Prizes, being a First Prize of 100 guineas and a Second 
Prize of 50 guineas. 

2.—The Competition is open to all members of the 
Society of Incorporated Accountants. Entries may be 
made by two or more members in collaboration. 

3.—The prizes will be awarded for the best Theses 
of not less than 20,000 words on a subject within the 
general scope of Accountancy or allied subjects, includ- 
ing Industrial and Commercial Administration, Public 
Administration, Economics, and Statistics. 

4.—Any member who wishes to compete is asked to 
write to the Secretary of the Society not later than 
March 31, 1949, stating the subject on which he pro- 
poses to submit a thesis. The subject will be referred 
to the Research Committee for approval. When a 
subject has been approved, the candidate will be advised 
of the number assigned to him. This number must be 
clearly marked at the head of his thesis, which must 
bear no indication of his name. 

5.—The Chairman o:1 a member of the Research 
Committee will be prepared to give informal advice to 
any candidate on the choice of a subject, and general 
guidance on methods of treatment. 

6.—Completed theses must reach the Secietary of the 
Society at Incorporated Accountants’ Hall not later 
than December 31, 1949. They must be typewritten 
on one side of the paper only. 

7.—Theses will be judged by a panel of members 
appointed by the Incorporated Accountants’ Research 
Committee, whose decision shall be final. The Committee 
reserves the right to withhold one or both prizes if the 
panel is of opinion that no theses aie of sufficiently high 
standard. 

8.—The Incorporated Accountants’ Research Com- 
mittee reserves the right to arrange for publication under 
its auspices of the winning theses, which may not be 
published otherwise, except by permission, until after 
the expiration of two years from the announcement of 
the award. 

9.—A thesis should be based on original thought and 
research on the selected subject. It must not have been 
published previously. Short passages from published 
books or articles by the author may be incorporated in 
the thesis, provided that these are clearly indicated and 
that any necessary permission has been obtained for 
their possible republication. 
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COMPANY LAW 


Reduction of capital—Preference and ordinary shares— 
Coal Industry Nationalisation Act, 1946. 


In Re Chatterley-Whitfield Collieries, Lid. (1948, 
Weekly Notes 367), a company was incorporated as a 
private company in 1891. Its capital was £400,000 
divided into 20,000 six per cent. Preference shares of 
£10 each, and 20,000 Ordinary shares of {10 each. All 
the shares were issued and fully paid. By the current 
Articles of Association (adopted in 1944), the holders of 
the Preference shares were entitled to a cumulative 
Preferential dividend of 6 per cent. per annum, and in 
a winding-up, to receive, in priority to the Ordinary 
shareholders, repayment of capital and arrears of divi- 
dend, but had no other right to participate in the 
company’s assets. Other articles empowered the direc- 
tors to refuse transfers of shares, and, before declaring 
a dividend, to set aside any part of the company’s profits 
to a reserve fund, Dividends declared by the company 
were not to exceed the amount recommended by direc- 
tors. _ Rights attached to any class of shares could be 
modified by extraordinary resolution passed at a class 
meeting. The company’s principal business was that 
of colliery-owners. It was a flourishing business, and 
in addition to the 6 per cent. Preference dividends, the 
company had over many years paid 12 per cent. on the 
average on Ordinary shares. Considerable reserves had 
been built up. 

Under the Coal Industry Nationalisation Act, 1946, 
the company’s colliery undertaking became vested in 
the National Coal Board on January 1, 1947, subject to 
payment of compensation, the amount of which could 
not be ascertained for a considerable time. The com- 
pany did not propose to go into liquidation, but to carry 
on a colliery business in Eire and Northern Ireland, and 
it was prospecting to that end. It was also going to 
form a subsidiary to manufacture earthenware pipes. 
The company proposed to reduce its capital by paying 
off the whole of the Preference capital out of reserves. 
An application to the Court to sanction this reduction 
was opposed by two Preference shareholders, who held 
6,000 of the shares, on the ‘ground that they would be 
deprived of their potential rights under Section 25 of 
the Coal Industry Nationalisation Act, 1946; these 
rights might result in their receiving more than the par 
value of their shares. In the Chancery Court of the 
County Palatine of Lancaster, confirmation of the 
proposed capital reduction had been refused. The 
company’s appeal was allowed by a majority. 

Giving the majority judgment, the Master of the Rolls 
said that the company’s reduced business was unlikely 
in future to earn the large profits it had earned before 
nationalisation. A company whose Preference capital 
did not “earn its keep” would be guilty of financial 
ineptitude if it did not pay it off as far as possible. It 
was ‘a clear principle that the Court, in confirming a 
reduction by repayment of surplus capital, would require 
the payment off in the first instance of capital entitled 
to priority in a winding-up. But no such principle had 
ever been recognised that it was unfair to pay off a 
Preference shareholder and thus deprive him of his 
contractual expectation of dividend. * Section 25 of the 
Coal Nationalisation Act was not well drafted, and it 
could not begin to operate in the case of a company until 
the company’s compensation was ascertained, which 
might explain why no regulations had yet been made. 
Meanwhile, nothing could be done under this section. 
The legislature had omitted to make clear the impli- 
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cations of the section in the case of a continuing com- 
pany, but it clearly did not purport to limit or affect in 
any way the existing provisions of the Companies Act, 
or to lay down any new principles for the Court to follow. 
If the Court refused to confirm the reduction, it would 
condemn a living company to support a weight of 
Preference capital for which it had no need, in order to 
give the Preference shareholders a chance of receiving 
better terms at some future date from a tribunal not 
yet set up, with powers not yet defined under regulations 
not yet made. The terms which the Preference share- 
holders would receive might well be worse than those 
now proposed. Therefore the appeal should be allowed 
and the reduction confirmed. 


EXECUTORSHIP LAW AND TRUSTS 
Will—Construction—Power of advancement. 


In Re Bainbridge (1948, Weekly Notes 351), by his 
will dated August 6, 1910, the testator directed his 
trustees to hold one share of his residuary estate upon 
trust to pay the income arising therefrom to his daughter 
D., the first plaintiff, during her life without power of 
anticipation. He then provided, “ From and after the 
death of my daughter D., as to as well the.capital as 
the income thereof upon trust for all or such one or more 
exclusively of the others or other of the children or 
remoter issue of my daughter D. (such remoter issue to be 
born and take vested interests within 21 years after her 
death) at such age or time . . . in such shares and with 
such future or other trusts for their benefit and such 
provisions for their respective advancement, mainte- 
nance and education at the discretion of either my 
trustees or of any other persons or person and in such 
manner in all respects as my daughter D... . shall by 
any deed or deeds revocable or irrevocable or by will or 
codicil appoint.’”” The will contained an express power 
authorising the trustees to raise any part not exceeding 
in the whole one-half part of any expectant presumptive 
or vested share of “‘ any minor” and apply the same for 
his advancement or benefit. The testator died on May 


** ACCOUNTANCY ”’ 
VOL. LIx 


With this issue Volume LIX of ‘‘ Accountancy,”’ 
(January-December 1948) is complete. The index, 
which is in preparation, will again be sent only to 
those readers who ask for a copy. 


Binding cases in blue cloth with gilt lettering, 
in the same style as in previous years, are being 
prepared by T. Whittingham & Co., Ltd., Pixmore 
Avenue, Letchworth, Herts. They will bind sub- 
scribers’ copies sent to that address at a charge 
of 15s., or will supply a binding case at 5s., post 
free. 


To save booking the large number of small 
amounts involved, it is requested that all sub- 
scribers will send their remittance with the order. 


For readers taking advantage of these arrange- 
ments, the title-page and index will be included. 
.Others should send requests for these to the 
Editor of ‘‘Accountancy’’ at Incorporated 
Accountants’ Hall, who will send them as soon 
as copies are available. 
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12, 1911. His daughter D. had two children, a son and 
a daughter, the second and third plaintiffs, who had both 
attained 21. By a revocable deed of appointment made 
in March, 1947, D. appointed one moiety of her share of 
residue in trust for her son and the other moiety in 
trust for her daughter, subject to her own prior life 
interest. The trustees were to have power at any time 
in her lifetime at their discretion to pay not more than 
half the capital for the advancement or benefit of her 
son and daughter. The question was raised whether 
the power could be exercised by them during the lifetime 
of D. in the event of her releasing her power of revoca- 
tion. 
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Harman, J., said that the power in the will was 
introduced by the words “ from and after the death ”’ 
of D. The natural inference was that the power was not 
to apply during D.’s lifetime. The question was whether 
in the absence of suitable words, the power extended to 
authorise its exercise during the lifetime of the tenant 
for life. He held that it was not. The will contained 
an express power to advance minors and it would be 
curious if by a kind of side wind the power could be 
extended to authorise an advance for adults. On the 
true construction of the will, a power of advancement 
conferred by any appointment thereunder could not be 
exercised during the lifetime of D. 
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Dinner at Manchester 


The Incorporated Accountants’ Society of Manchester and 
District held a dinner at the Midland Hotel, Manchester, on 
October 22. Mr. C. Yates Lloyd, F.S.A.A., President of the 
District Society, presided, and the company included the 
Lord Mayor of Manchester (Alderman Miss M. L. Kingsmill 
Jones, O.B.E., J.P.) ; Wing Commander N. J. Hulbert, M.P. ; 
Sir Frederick Alban, C.B.E., J.P., F.S.A.A. (President of the 
Society of Incorporated Accountants) and Mr. A. A. Garrett 
(Secretary) ; Sir Leonard Stone (Vice-Chancellor, County 
Palatine of Lancaster); the Mayor of Salford (Alderman 
John Brentnall, M.Sc.) ; Mr. E. A. Carpenter, O.B.E., J.P. 
(President of Manchester Chamber of Commerce); the 
Mayor of Stockport (Alderman H. Ponsonby, J.P.); the 
Mayor of Macclesfield (Councillor Albert Breese, J.P.) ; the 
Mayor of Stretford (Councillor E. Forbes, J.P.); Mr. J. 
Wellesley Orr, M.A. (Stipendiary Magistrate); Mr. Eric 
James, M.A., B.Sc., D.Phil. (High Master, Manchester 
Grammar School); Mr. H. L. Austin, M.P.; Reverend 
Professor T. W. Manson, D.D. (President, Manchester, 
Salford and District Free Church Federal Council); Mr. 
Philip B. Dingle, LL.M. (Town Clerk of Manchester) ; 
Reverend A. H. White, M.A., B.D. (Warden of Hulme Hall, 
Manchester); and representatives of other professional 
bodies, banking, commerce and industry, and the Inland 
Revenue. 

After the loyal toast of ‘‘ His Majesty King George VI, 
Duke of Lancaster,’’ 

Mr. C. Yates Lloyd, F.S.A.A. (President of the District 
Society), proposed ‘‘ The City and Trade of Manchester and 
District.”” He said that Manchester was the focal point of 
one of the largest industrial areas in the world, and the 
greater part of the area was represented that night. In 
discussing commerce and trade, they must not forget the 
great importance of agriculture in the fortunes of the nation, 
but he had been told that the farmers these days were 
almost as large consumers of paper by the way of official 
forms, as the people were consumers of the food they produced. 
Hard work and hard thinking had built Manchester’s prestige 
in the world of commerce, and, given the right encouragement 
and permitted the right kind of initiative, the city’s manu- 
facturers and merchants would again be able to make a big 
contribution towards the restoration of the country’s 
prosperity. ‘ 

Every accountant, and he thought the President of the 
Law Society would add every lawyer, was overwhelmed with 
the attention that had to be given to new legislation. The 
studying of it was becoming as hasty as its drafting. With 
twelve months’ holiday from fresh legislation, he believed 
the leading industrial area in Britain could lead again. If 
1949 were made free from new regulations, they would be 
better off in work and in temper. 

The Lord Mayor of Manchester, Miss Mary Kingsmill 
Jones, O.B.E., J.P., in response, said the city of Manchester 
had always been known to the world for its sympathy, its 
goodwill, its enterprise and its social work. Many of their 
municipal enterprises began as the private work of citizens. 
It was part of the character of Manchester’s people that they 
were forward looking. 
| Perhaps what hurt most of them was the feeling of frustra- 


tion now abroad in the area. The prosperity of the whole 
nation depended largely on what happened in the northern 
region. 

Mr. E. A. Carpenter, President of the Manchester Chamber 
of Commerce, who also responded, referred to the number 
of documents, forms, reports, journals, and speeches, he was 
obliged to read in order to keep in touch with events. Con- 
sidering the immense strain to which they had been subjected 
during the war years and since, the health of industry and 
commerce was as well as could be expected. But they were 
being subjected to an overdose of paper planning. There 
was a danger of British industry missing the vital bull’s eye 
by having too many targets to aim at. In endeavouring to 
achieve productivity they had been mindful of two out- 
standing factors: price and quality. In addition to the 
normal cost of production there were many other overheads 
which could be obviated if there were less complicated 
channels of negotiation, and a deal less form filling. 

Wing-Commander N. J. Hulbert, M.P., in offering the toast 
of ‘“‘ The Society of Incorporated Accountants,” said that 
a very distinguished accountant recently told him that. the 
Society of Incorporated Accountants was the most progressive 
body in their profession. The society was one of the great 
professional bodies of the world. 

During the last session of Parliament there was passed the 
Companies Act, 1948, which afforded further protection to 
shareholders and the public. That Act imposed great and 
new responsibilities on members of the accountancy profes- 
sion, and knowing their high traditions of the past, they were 
assured that these, too, would be undertaken with the same 
loyalty and efficiency. Fides atque integritas was the motto 
of their Society, and he was certain that what that reliability 
and integrity earned in the past, they would continue to 
earn in the future: the respect and gratitude of thousands 
of their fellow citizens in all parts of the world. Manchester 
was the first district Society to be founded, and it was not 
only the oldest but one of the best. 

The Society’s President, Sir Frederick Alban, was one of 
the leaders of their profession. It seemed hardly believable 
that he won the Society’s gold metal some forty years ago. 
More recently, Sir Frederick had served in his professional 
capacity in many important posts. He became Vice- 
President of the Society in 1945 and finally accepted the 
highest office in May of last year. But Sir Frederick was a 
busy man in other directions, too, for he had found time to 
devote to many forms of public service. He was a Justice 
of the Peace, had taken a great and active interest in matters 
of public health, and he was a member of the Electricity Arbi- 
tration Tribunal. They all knew that Sir Frederick had 
recently been to America. Mr. Hulbert hoped he enjoyed the 
visit. They were glad to see him back, however, for the 
Society without Sir Frederick Alban would be like Hamlet 
without the Prince of Denmark. 

Sir Frederick Alban, responding to the toast, agreed with 
other speakers on the desirability of a year’s holiday from 
legislation. During his visit to the United States of America 
and to Canada, he had met many Incorporated Accountants 
and was pleased to find that they held high places in pro- 
fessional and industrial life over there. [t seemed to him that 
Canada offered a wonderful field for the young accountant, 
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and perhaps some of the younger men in the profession might 
care to look into that prospect. : 

Looking through the window of his hotel in Chicago, he 
was surprised to note the zeal with which workers were applying 
themselves to a certain building job. He had asked why the 
men were working at sucb a pace; he was told that the 
number of bricks that should be laid per hour was strictly 
controlled and that the estimate for the job was worked out 
on that basis. Then the employees became as it were partners 
of the firm for the purposes of that particular job and it was 
tackled and completed with great promptitude and profit ! 
That seemed to him to show the value of incentives. 

The subject of a paper he gave at the annual meeting of 
the American Institute of Accountants was “ Socialisation 
in Great Britain and its effect on the Accountancy Profes- 
sion.” He had to be particularly careful in representing the 
views of the accountancy profession, for in a matter of that 
kind their attitude was non-political. He had endeavoured to 
point out that, with the nationalisation of coal, electricity, 
gas, transport and the hospital and other services, vast fields 
of work would ultimately be lost to the practicising accountant, 
one main professional audit being substituted for hundreds of 
separate independent audits; on the other hand the calls for 
the services of industrial and specialist accountants, particu- 
larly as an essential factor in economical control and manage- 
ment, would greatly expand. 

Comprehensive internal audit departments were being set 
up within nationalised industries ; these would become very 
efficient but would necessarily tend to be sectionalised and 
highly specialised. 

The Coal Board had already issued very full and informative 
audited accounts and statistics which conformed to the best 
professional standards. 

Many accountants who had been displaced from individual 
units were being utilised for the time being by the Nationalised 
Boards on auditing and investigation wo1k but in the long run 
hundreds of separate independent practitioners would be dis- 
placed by one independent professional auditor, aided and 
supplemented by a vast internal audit system set up by the 
Nationalised Board concerned. 

Against the factors adverse to the practising accountant, 
which might eventually affect possibly some 20 per cent. of 
their number, there wer2 valuable set-offs, such as the greater 
responsibilities of the accounting profession under the Com- 
panies Act, 1948, and in conaection with taxation. 

Sir Frederick concluded with the observation that the work 
of training future entrants to the profession—with particular 
attention to the needs of both practising and industrial 
accountants—traised very serious problems which were now 
receiving close attention from the governing bodies of the 
profession. 


Dinner at Nottingham 


The annual dinner of the Incorporated Accountants’ 
District Society of Nottingham, Derby and Lincoln was held 
at the Victoria Station Hotel, Nottingham, on November 12. 
The President of the District Society, Mr. J. W. Mee, F.S.A.A., 
was in the chair, and the company included: Mr. Geoffrey 
de Freitas, M.P., Under Secretary of State for Air; the 
Lord Mayor of Nottingham (Councillor J. E. Mitchell, J.P.) ; 
Sir Frederick Alban, C.B.E., J.P., F.S.A.A. (President, 
Society of Incorporated Accountants) ; the Mayor of Derby 
(Councillor G. F. Warburton, J.P.) ; the Mayor of Lincoln 
(Councillor J. W. Lawson); the Sheriff of Nottingham 
(Alderman W. Sharp); His Honour Judge A. C. Caporn ; 
Sir Jack Drummond, D.Sc., F.R.LC., F.R.S. (Director, 
Boots, Ltd.) ; Mr. F. Stephenson, M.A. (Director of Educa- 
tion, Nottingham); Mr. James Harrison, M.P.; Mr. Tom 
O’Brien, M.P.; Mr. H. Pickbourne, B.A. (Registrar, 
University of Nottingham); and other representatives of 
professional bodies, commerce, industry, education, and the 
Inland Revenue. 

The toast of ‘‘ The City of Nottingham ”’ was proposed by 
Mr. J. W. Mee, F.S.A.A. (President of the District iety). 
Mr. Mee said that the gradual trend of control, passing from 
local to central government, meant that matters which 
before the war were dealt with by men and women with an 
intimate local knowledge, were now dealt with by more remote 
Government Departments. Inevitably this led to increased 


ACCOUNTANCY 287 


costs and there was a limit to what could be added to the 
cost of production to cover administrative charges. The 
City of Nottingham had been called the “‘ Queen of the 
Midlands,” and the capital of the Midlands; and now, with 
twenty-seven Ministries resident and exercising regional 
control, it might be called the Whitehall of the Midlands. 

The Lord Mayor of Nottingham (Councillor J. E. Mitchell), 
who responded, said the younger generation to-day was being 
given shoals of money for educational purposes, for cultural 
activities and sports, and the time had come to ask whether 
they were really getting value for money for all this out- 
pouring of wealth. The younger generation was so directed, 
controlled and spoon-fed that there was a danger that the 
country was building up a flabby manhood and womanhood 
(applause). Men in professional work who had the power to 
think clearly, who could direct, control and give advice, 
should consider it their bounden duty to give a word of 
warning to young people that they could only have in this 
life what they sweated and toiled for and no more. 

Mr. Geoffrey de Freitas, M.P., for Central Nottingham and 
Under Secretary of State for Air, proposed the toast of the 
Society of Incorporated Accountants. Mr. de Freitas said 
that in his ministerial capacity he was partly responsible to 
Parliament for the expenditure this year of £173 million. 
His position as Minister was entirely dependent on the 
efficiency and integrity of the men of their profession who 
worked in his department. Parliamentary control of money 
was, quite rightly, very strict indeed, and he would have 
to take the blame for mistakes made by his professional 
accountants. But never had he had to take the blame for 
a mistake made in accounting during the last two and a 
half years. There was a connection between their Society 
and the future of the country. Britain had no raw materials ; 
she had lost most of her foreign investments ; and the only 
real assets with which she faced the battle for world trade 
were inventiveness, capacity for hard work, and integrity. 
With these three qualities he believed the future of the 
country was secure, but the zreatest of the three was integrity. 
Forty years ago a High Court Judge said that the designation 
“Incorporated Accountant ”’ conferred a status indicating 
reliability and integrity. 

Sir Frederick Alban, C.B.E., J.P., F.S.A.A. (President of 
the Society of Incorporated Accountants), in his response, 
spoke of views on the problem of depreciation of fixed assets 
which he gained in conferring with leading accountants and 
accountancy bodies during his recent visit to the United 
States and Canada. Not only were American industrialists 
seriously worried by the problem of price inflation, but 
accountants and economists were concerned at the impact 
of rapidly rising prices upon accounting procedures, parti- 
cularly in relation to provision for depreciation in respect of 
capital assets such as plant and machinery. The economist, 
supported by a growing body of accounting opinion, was 
contending that conventional accounting based upon historical 
dollars failed to represent economic profit or loss; that 
accounting slavishly followed principles which from a business 
viewpoint were unrealistic under present conditions; and 
that when costs, incurred at various price levels, were brought 
together as though they were homogeneous units, the results 
were deceptive. Indeed it was asserted that accounting 
must make up its mind in the near future whether it was 
primarily a matter of historical monetary arithmetic or of 
constructive business economics. 

Economists and the industrial world were generally agreed 
that, as a result of monetary inflation, true profits had been 
grossly overstated in recent years. For example, the U.S. 
Department of Commerce, in determining real corporate 
profits for 1946, deducted 4,689 million dollars as a “ valua- 
tion adjustment ” representing almost 40 per cent. of the 
amount shown for profits after taxes. 

Various proposals for dealing with this problem of the 
depreciation of fixed assets were being seriously discussed, 
e.g., (1) The majority body of opinion adhered to the conser- 
vative view that, pending an agreed solution, there should 
be no adjustment in the income statement, and that depre- 
ciation should continue to be based on original cost—replace- 
ment being however regarded as an urgent financial problem 
to be dealt with by making appropriations of income or 
surplus. (2) A fair body of opinion supported an adjustment 
of the income statement, without any ae adjust- 
ment of the balance sheet. In this case the depreciation 
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charges based on original cost would be converted to current 
dollars by means of appropriate price indexes or formulz. 
(3) Some would go the ‘“ whole hog,”’ implying the writing 
up or down or “ revalorisation ’’ of balance sheet items year 
by year (along the lines of the courses adopted in Germany, 
France and Italy, following revaluation of their currencies). 
Original costs would be adjusted to accord with current price 
levels in accordance with appropriately constructed price 
indexes. 

In cases (2) and (3) the “‘ price changes ”’ would be carried 
to or from a suspense account. Method (2) had already been 
adopted, more or less, by a number of large businesses in the 
U.S.A. 

Sir Frederick recalled that Sir Geoffrey Heyworth at the 
recent annual meeting of Unilever, Ltd., referred to the 
concern felt by industrialists at the inadequacy of deprecia- 
tion reserves to cover the greatly increasing cost of replace- 
ments and the difficulty, owing mainly to high taxation, of 
increasing free reserves to provide for future expansion. As 
Lord Catto said recently to the Chancellor, ‘‘ Even a Scotsman 
cannot save and also pay existing taxation.” 

It was clear that when industry failed, or was unable, to 
make reserves to cover replacement costs, the community 
would begin to live on its capital—a state of affairs which 
could be mildly described as dangerous. 

The Nottingham, Derby and Lincoln District Society stood 
foremost or equal to any of the district societies in work for 
the benefit of students. In particular, their work in con- 
nection with the Universities scheme, with the warm co- 
operation of the University of Nottingham, was much 
appreciated. It was gratifying to realise that it was now 
possible in the period of 5}? years to obtain both a university 
degree and the qualification of Incorporated Accountant. 

The toast of ‘“‘ The Guests ’” was proposed by Mr. Fred A. 
Prior, F.S.A.A. (member of the Council of the Society of 
Incorporated Accountants), and responses were given by His 
Honour Judge A. C. Caporn and Sir Jack C. Drummond, 
D.Sc., F.R.S. 

The health of the Chairman was proposed by Mr. C. F. 


Carlisle. 
EXAMINATIONS 


Arrangements have been made to open an additional 
centre in Birmingham. 

The Preliminary, Intermediate and Final Examinations 
will be held on May 17, 18 and 19, 1949, at London, Man- 
chester, Leeds, Cardiff, Birmingham, Glasgow, Dublin and 
Belfast. . 

Applications on the appropriate forms, accompanied by all 
relevant supporting documents and the fee, must reach the 
Secretary at Incorporated Accountants’ Hall not later than 
Monday, March 21, 1949. 

The Society does not undertake to arrange hotel accommo- 
dation. Candidates must make their own arrangements in 
this respect. 

EXAMINATION FEES 

After reviewing the cost of conducting the Society’s 
Examinations, the Council has decided that the following 
revised scale of fees shall come into operation as from Decem- 
ber 1, 1948: 

Preliminary Examination 
Intermediate Examination 
Final Examination . an ine 
Preliminary Examination Exemption 


BRR 
Nae 
ooco 


COUNCIL MEETING 


THURSDAY, NOVEMBER 4, 1948 

Present : Sir Frederick Alban, C.B.E., J.P., President (in 
the chair), Mr. A. Stuart Allen, Mr. C. Percy Barrowcliff, 
Mr. R. Wilson Bartlett, J.P., D.L., Mr. Robert Bell, Mr. 
R. M. Bragson, Mr. M. J. Faulks, M.A., Mr. Alex Hannah, 
Mr. C. A. G. Hewson, Mr. A. B. Griffiths, Sir Thomas Keens, 
J.P., D.L., Mr. D. R. Matheson, M.A., LL.B., Mr. A.,E. 
Middleton, Mr. Bertram Nelson, J.P., Mr. T. Harold Platts, 
Mr. F. A. Prior, Mr. R. E. Starkie, Mr. Joseph Stephenson, 
O.B.E., Mr. Percy Toothill, Mr. A. H. Walkey, Mr. Richard 
A. Witty, Mr. A. A. Garrett (Secretary), and the Deputy and 
Assistant Secretaries. 


INSTITUTE OF CHARTERED ACCOUNTANTS IN IRELAND 

The Council resolved that the warm congratulations of 
the President and Council be accorded to the Institute of 
Chartered Accountants in Ireland upon the completion of 
sixty years of valuable work for the profession in Ireland. 
The Council also recorded its appreciation of the friendly 
relations which exist between that Institute and the Society. 


City oF LonpDoN COLLEGE 

The Council congratulated the City of London College 
upon the one hundredth anniversary of its foundation. The 
Council expressed appreciation of the facilities afforded by 
the College to students seeking to enter the accountancy 
profession and of its work generally in connection with com- 
mercial education in the City of London. The good wishes of 
the Council were extended to Mr. E. Cassleton Elliott, Chair- 
man of Governors, and to Mr. Walter Holman and Mr. 
Richard A. Witty, members of the Governing body of the 
College. 


PRESIDENT’s VisiT TO U.S.A. AND CANADA 

The President reported the visit he had made, during 
September, 1948, to the United States and to Canada; he 
had been accompanied by Mr. Bertram Nelson and by Mr. 
A. A. Garrett (the Secretary of the Society). 

The President particularly referred to the 61st anniversary 
meeting of the American Institute of Accountants held at 
Chicago. At this meeting he presented a paper on “‘ Socialis- 
ation in Great Britain and its effect on the Accountancy 
Profession,’’ which was read to a large audience. 

During their visit to Canada, Sir Frederick, Mr. Bertram 
Nelson and Mr. Garrett were entertained by the respective 
Presidents and Council members of the Dominion Association 
of Chartered Accountants, of the Institute of Chartered 
Accountants of Ontario, and of the Institute of Chartered 
Accountants in Quebec, and by Incorporated Accountants 
in the Province of Quebec. 

Mr. Bertram Nelson had prepared an extensive report of 
information, relative to the profession in the United States 
and in Canada, which he had obtained during his visit. 

The Council resolved that the warm thanks of the Society 
be accorded to the American Institute of Accountants, to 

the Dominion Association of Chartered Accountants, and other 
bodies in Canada, and to the Society’s Canadian Committee 
for the reception given to the President, Mr. Bertram Nelson 
and the Secretary, and for the generous hospitality extended 
to them. The Council was impressed by the valuable ad- 
vantages derived from the interchange of visits between 
members of the profession in the U.S.A., Canada and Great 
Britain, and expressed the hope that there would be an 
opportunity in the future to receive in Great Britain visitors 
from the United States and from Canada. 

The Council recorded its cordial appreciation to the 
President, Mr. Bertram Nelson and the Secretary for making 
the visit and for the information they had obtained. - 


Stock EXCHANGE 
A report was received from the Sub-Committee appointed 
to consider a memorandum prepared by the Stock Exchange 
relating to certificates of profit for the purposes of prospec- 
tuses, offers for sale and advertised statements. The ap- 
proved memorandum, issued by the Stock Exchange on 
November 3, 1948, was laid on the table. 


CoMMITTEES 
Reports were received of recent meetings of the Board of 
Examiners and of the following Committees: Finance and 
General Purposes, Examination and Membership, Parlia- 
mentary, and District Societies’. 


New EXAMINATION AND MEMBERSHIP BROCHURE 
A report was received that a new edition of the syllabus, 
in an expanded form, would be issued early in December. 


EXAMINATION FEES 
The Council resolved that, as from December 1, 1948, 
Bye-Law 8 be amended to read as follows : 

“‘ The fees shall be £3 3s. for the Preliminary Examin- 
ation: £4 4s. for the Intermediate Examination; and 
£5 5s. for the Final Examination. The fee for exemption 
from the Preliminary Examination shall be £2 2s.” 


December, 1948 


o 


eZ 


4 i : ee nN EE Say | ony SS eae) ‘oes ; hes ripe wre OS ay So ..: ore « Sree 2. nr 
a 

- 
2 cs Se 2 - (ie -#, ae? eS ett ’ 7 Daeg 2 See. a ® — " . =a aie ae aie : Mee re i 


December, 1948. 


Str James Martin MeMorIAL EXHIBITION 
The Council resolved that the Sir James Martin Memorial 
Exhibition for the May, 1948, Intermediate Examination 
be awarded to Ronald Jack Richards, Northampton. 


RESIGNATIONS 
A report was received from the Examination and Member- 
ship Committee that the following resignations had been 
accepted as from the date indicated against each name: 


Jones, Epwarp Wickerson (Associate), London. 
January 1, 1948. 


KuUMARAPPA, JOSEPH CORNELIUS (Fellow), Wardha. 
January 1, 1949. 

Price, SrR James, K.B.E., C.B. (Associate), Bromley. 
January 1, 1949. 

Pyrer, HucGu (Associate), Belfast. January 1, 1949. 

RATHIE, WILLIAM FREDERICK (Associate), Bradford. 
January 1, 1949. 


DEATHS 
To receive a report of the death of each of the following 
members : 
BAYFIELD, ERNEST Epwarp (Fellow), London. 
BINGHAM, JACK ARCHIBALD SPENCER (Associate), 
Norwich. 
BRIDGWATER, RALPH HERBERT (Fellow), Birmingham. 
Brown, JOHN Newman (Associate), Plymouth. 
Cecit, Witt1aAM Henry (Associate), Manchester. 
Date, Henry Epwarp Lewis (Associate), Northwich. 
Fea, WILLIAM MaGnus (Associate), West Hartlepool. 
GROVES, PERCY REGINALD Forest (Fellow), London. 
HaGGitH, GEORGE ARTHUR (Associate), London. 
Hanps, Str Harry, K.B.E., J.P. (Fellow), Cape Town. 
JORDAN, JAMES EpGar (Associate), Wolverhampton. 
LarKIN, SYDNEY, O.B.E. (Fellow), Warwick. 
Lupton, SIDNEY GEORGE (Associate), Blackburn. 
Mason, WALTER MortTIMER (Fellow), Beaconsfield. 
Murpny, CHARLES DEVLIN (Associate), Drogheda. 
NICHOLSON, WILLIAM FREDERICK (Associate), London. 
RATTENBURY, FRANK WALLER, C.B.E., J.P. (Fellow), 
London. 
Ripinc, EDWIN CLEMENT (Fellow), Torquay. 
Stnciair, GEORGE Nett (Fellow), Osw 
SNAPE, ALFRED (Associate), Manchester. 
SPENDLOVE, WILLIAM HENRY (Fellow), Birmingham. 
SPROT, HAROLD PERCIVAL REDSHAW (Associate), London. 
Staton, Percy (Associate), Manchester. 
Towers, WILLIAM (Fellow), Manchester. 
WEBB, Haro_p (Associate), London. 
WitiiaMs, THomas HENRY (Associate), London. 
RENNIE, JAMES STUART Macreapy, J.P. (Fellow), 
Singapore (in internment camp). 
Oppy, HERBERT (Fellow), Bradford. 


DISTRICT SOCIETIES 


BRADFORD 
Syllabus of Lectures, 1948-49 


Dec. 9 ‘Companies Act, 1948,” by Mr. A. E. Langton, 
LL.B., F.C.A., F.S.A.A. Chairman: Mr. E. 
Longbottom, A.S.A.A. Arranged in conjunction 
with the Bradford Chartered Accountants. 


Dec. 20 Mock Company Meeting. Chairman: Mr. W. S. 
Wilson, A.S.A.A. 


Jan. 14 “The Accountants’ Approach to Insolvency,” 
by Mr. A. V. Hussey, F.S.A.A. Chaiiman: 
Mr. H. M. Firth, F.S.A.A. 
Jan. 20 ‘“ Finance Act, 1948,” by Mr. A. R. J. Wilson, 
F.C.A., F.S.A.A. Chairman: Mr. C. E. 
Claridge, F.C.A., F.S.A.A. Arranged in con- 
junction with the Bradford Chartered Account- 
ants. 
Feb. 2 “Sch. D. Case 1 Computations,” by Mr. Ne Ss. 
Heaton, A.S.A.A. Chairman: Mr. ~ 
Burton, F.S.A.A., F.C.1.S. 
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Feb. 16 Income Tax Discussion (Papers by Students). 
Chairman: Mr. J. S. Heaton, A.S.A.A. 


Mar. 4 “ Finance of International Trade,” by Mr. H. C. 
Hodder, Intelligence ie National Provincial 
Mr. G. R. Lawson, 


Mar. 18 “ Investigations and Writing,” by Mr. 
R. Glynne Williams, F.C.A. Chairman: Mr. 
F. G. Stringer, A.S.A.A. 


Mar. 30 “‘ Mock Insolvency Meeting,”” by Mr. D. Thomp- 
son. 


LEICESTER 
' Students’ Section 
_ Syllabus of Lectures, 1948-49 

The following meetings have been arranged jointly with 
the Leicester Chartered Accountants’ Students’ Society. 
They will be held at the Bell Hotel, Humberstone Gate, 
Leicester, at 6 p.m. 

1948 
Dec. 13 “Costing: Stores and Stock Control,” by Mr. 

C. J. Mason, F.C.A. 
1949 ~ 


Jan. 24 ‘“ The Accountancy Provisions of the Companies 
Act, 1948,” by Mr. A. E. Langton, F-.C.A., 
F.S.A.A. ° 


Feb. 14 “Income Tax: Appointment and Functions of 
Commissioners,” by Mr. F. E. .Dolamore, 
A.S.A.A. (H.M. Inspector of Taxes). 

Mar. 17 “ Executorship—References particularly for the 
Examinee,” by Mr. F. A. Roberts, A.S.A.A. 

April 13 Debate. 


MANCHESTER 
Syllabus of Lectures, 1948-49 


Dec. 10 Members’ Discussion Meeting, Midland Hotel, 
6 p.m. 


Jan. 13 Joint Meeting with the Manchester Law Society. 
“Death Duties, Valuation of Assets with 
Particular Reference to Limited Companies,” 
by Mr. J. A. Jackson, Midland Hotel, 6 p.m. 


Feb. 9 Joint Meeting with the Association of H.M. 
Inspector of Taxes, Manchester Centre. 
“‘ Accountancy Provisions of the Companies 
Act,” by Mr. A. E. Langton, LL.B., F.S.A.A., 
A.C.1.S., Midland Hotel, 6 p.m. ‘ 


Feb. 18 Joint Meeting with the Manchester Society of 
Chartered Accountants. ‘* 1948 Finance Act,” 
by Mr. Percy F. Hughes, Assistant Editor of 
Taxation, Midland Hotel, 6 p.m. 


Mar. 18. Joint with the Chartered Institute of Secretaries, 
Manchester and District Branch. ‘Co-Partner- 
ship in Industry,” by Mr. R. N. Barnett, 
F.S.A.A., Midland Hotel, 6 p.m. 


Mar. 24 “ Statistics,’ by Mr. A. R. Ilersic, Estate Exchange, 
6.30 p.m. Students’ Meeting. 


April 1  ‘‘ Taxation and Industry,” by Mr. S. P. Chambers, 
Midland Hotel, 6 p.m. 


April 11 Joint Meeting arranged by the Manchester Society 
of Chartered Accountants. ‘‘ Standard Cost- 
ing,” by Mr. N. G. Lancaster, M.B.E., A.C.A., 
Reform Club, King Street, Manchester, 6 p.m. 


SHEFFIELD 


On October 26 the President of the Sheffield District 
Society (Mr. C. S. Garraway, F.S.A.A.) and Mrs. Garraway 
entertained the members of the Committee and their ladies 
to a dinner at the Grand Hotel to meet the President of the 
Society of Incorporated Accountants, Sir Frederick Alban, 
C.B.E., J.P., F.S.A.A., and the Secretary, Mr. A. A. Garrett. 

The dinner was followed by a presentation of a Past 
President’s Badge to Mr. A. F. J. Girling, F.S.A.A. The 
opportunity was taken of expressing to Mr. A. B. Griffiths, 
F.S.A.A., the pleasure of all members at the honour of an 
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Officer of the Order-of the British Empire, conferred upon 
him by the King. 

Mr. Garraway proposed the health of Sir Frederick Alban, 
referring to the work he had done for the Society and his 
many other activities, and Sir Frederick suitably replied. 

A vote of thanks to Mr. and Mrs. Garraway was pro 
by Mr. J. W. Richardson, F.S.A.A., Vice-President of the 
District Society. 

On October 27 Sir Frederick and Mr. Garrett visited the 


works of Edgar Allen & Co., Ltd., on the invitation of Mr. 


W. H. Higginbotham, F.S.A.A., chairman of the company. 
They were conducted round the works by Brigadier A. 
Levesley, one of the directors. Sir Frederick was greatly 
impressed by the team spirit in the works and by the 
energetic and skilled work of the personnel. 

A luncheon was held at the Grand Hotel. This was well 
attended by members, and the following guests were present : 
Mr. G. Moulson, President of the Sheffield Society of Chartered 
Accountants; Mr. G. C. Currie, President of the Chartered 
Institute of Secretaries, Sheffield Branch; Mr. J. R. Raine, 
President of the local centre of the Institute of Bankers ; 
Mr. S. Aughton, President of the Sheffield Society of Certified 
Accountants. 

Mr. C. S. Garraway presided. Sir Frederick Alban 
addressed those present, in particular on his recent visit to 
the United States of America and Canada and the various 

ts of accountancy which are now exercising the minds 
of our American contemporaries. 

Mr. Percy Toothill, a member of the Council, proposed a 
toast to Sir Frederick, who in his reply thanked Mr. Garraway 
for his kind invitation and for presiding over the meeting. 
Reference was also made to the work of Mr. A. A. Garrett. 


INCORPORATED ACCOUNTANTS’ LODGE 

The installation meeting was held on October 26 at 
Freemasons’ Hall, London, W.C.2. W. Bro. D. F. Goode 
installed his successor, Bro. R. J. Parker. 

W. Bro. R. J. Parker invested the following officers: 
W. Bro. D. F. Goode, I.P.M.; Bro. A. V. Hussey, S.W. ; 
W. Bro. R. N. Barnett, J.W.; W. Bro. W. J. Crafter, 
Treasurer; W. Bro. A. S. Darr, Secretary; W. Bro. H. A. 
R. J. Wilson, D.C.; Bro. C. V. Best, S.D.; Bro. W. H. C. 
Wayte, J. D.; W. Bro. E. J. P. Garratt, A.D.C.; W. Bro. 
C. A. Holliday, Almoner ; W. Bro. A. S. Wagstaff, Organist ; 
Bro. J. A. Jackson, I.G.; Bro. J. C. Chaumeton, W. Bro. 
W. F. Edwards, and Bro. E. B. Trimmer, Stewards ; W. Bro. 
A. C. Chitty, Tyler. 

A large number of visiting brethren were present, including 
W. Bro. Gilbert D. Shepherd, P.G.D., W.M. of the Chartered 
os Lodge, who responded to the toast of ‘‘ The 

isitors.”’ 


MEMBERSHIP 
In the list of Associates in our November issue, the name 
printed as Newman, William Edward, should have read : 
Newbery, William Edward, with Newman Ogle, 
Bevan & Donald, London. 


Social Accounting 


The following is an extract from the third report of the 
Nuffield Foundation, in a reference to the Department of 
Applied Economics at Cambridge University : 

“Mr. F. Sewell Bray, F.C.A., F.S.A.A., has spent most of 
his time in working on a social accounting system, with a 
view to forming a bridge between the requirements of national 
ncome statisticians and the records available in business 
enterprises and other account-keeping bodies; at the same 
time he is engaged on the definition and measurement of 
profit. Mr. Bray’s whole investigation is of particular 
interest for two reasons : first, it throws a great deal of light 
on the problem of reconciling the views of accountants and 
economists, who deal from somewhat different points of view 
with very much the same set of factors : second, the develop- 
ment of a social accounting system in practical terms provides 
an orderly framework for almost the whole of economic 
statistics. If such a system could be used as a basis for 
collecting statistics it would make possible the introduction 
of the much-needed element of statistical design into the 
whole field of estimates of national income and wealth.” 


ACCOUNTANCY 


PERSONAL NOTES 


Mr. F. T. Russell, O.B.E., Incorporated Accountant, is 
accompanying Sir Douglas Ritchie, M.C., the Vice-Chairman 
of the Port of London Authority, on a special mission on 
behalf of the Colonial Office to advise on the organisation 
and construction of a new port at Bridgetown, the capital 
city of Barbados, West Indies. 


Mr. James C. Fay, A.C.I.S., has been elected Prime Warden 
of the Basketmakers’ Company, with Mr. George Little, C.C., 
F.C.A., as Junior Warden. 


Mr. D. R. Matheson, M.A., LL.B., F.S.A.A., 3, Howe 
Street, Edinburgh, 3, has taken into partnership his daughter, 
Miss M. A. Matheson, C.A. The practice is being earried on 
under the name of D. R. Matheson and M. A. Matheson. 


Messrs. Attiwell & Co., Incorporated Accountants, 51, 
Calthorpe Road, Edgbaston, Birmingham, 15, advise that Miss 
Mary Attiwell, A.S.A.A., has retired from the firm. Mr. A. F. 
Dawes, A.S.A.A., the remaining partner, is continuing the 
practice under the same firm name. 


Mr. A. McCullough, A.S.A.A., has entered into partnership 
with Mr. F. W. Williams. They are practising as Williams, 
McCullough & Co., at Victoria Block, Hamilton, Bermuda. 


Messrs. Frank Impey & Co., Birmingham, have taken into 
partnership Mr. G. W. Percival, A.C.A. 


Messrs. Pearson, Blower & Co., 4, Princess Street, Wolver- 
hampton, announce that they have taken over the practice 
previously carried on by Mr. A. H. Bishop, F.S.A.A., under 
the style of Bishop & Co., at 55, High Street, Bloxwich. 


Mr. Stanley J. Careless, A.S.A.A., A.C.W.A., has taken 
into partnership Mr. Arthur E. Foster. The practice will be 
continued at 24a, Darlington Street, Wolverhampton, under 
the firm name of Paget, Careless, Foster & Co. 

Wing-Commander Cedric A. Wright, es ety Account- 
ant, having been released from the R.A.F., has joined in 
partnership Mr. N. Leighton Norman, Chartered Accountant, 
at 14a, The Centre, Weston-super-Mare. The practice is 
being carried on under the style of Norman, Wright & Co. 


Mr. Alfred Green, F.C.1.S., F.C.R.A., has taken his son, 
Mr. Harold Unsworth Green, A.S.A.A., into partnership, 
and the practice at Stanley Chambers, High Street, Runcorn, 
will continue under the style of Alfred Green & Co. 


Mr. Ernest G. Calvert, A.S.A.A., is now in public practice 
under the style of Ernest G. Calvert & Co., Incorporated 
Accountants, at 17, High Street, Lurgan, County Armagh. 


REMOVAL 


Messrs. J. Herbert Haley, Son & Co., Incorporated 
Accountants, have removed to Dean House, 19, Piccadilly, 
Bradford. The telephone number remains unchanged, 
Bradford 22523. 


LONDON LUNCHEON CLUB 


The luncheon to be held on Tuesday, December 7, will be 
held at the Connaught Rooms, Great Queen Street, and noi 
at the Abercorn Rooms as originally stated. The a 
will be the Rt. Hon. H. T. N. Gaitskell, C.B.E., M.P., Mini 
of Fuel and Power. 

On January 4, at the Connaught Rooms, Dr. Charles Hill, 
secretary, British Medical Association, will speak on ‘‘ Health, 
the Balance Sheet.’’ 


OBITUARY 


RALPH HERBERT BRIDGWATER 


We regret to record the death on September 22 of Mr. 
Ralph H. Bridgwater, F.S.A.A., senior partner in Messrs. 
R. H. Bridgwater & Co., Incorporated Accountants, 
Birmingham, who had been a member of the Society for 
foity-five years. Mr. Bridgwater commenced public practice 
in Birmingham in 1907, and practised under his own name 
until he admitted to partnership Mr. J. S. Cooke, B.A., 
A.S.A.A., in 1929, and later Mr. Eric Bridgwater, A.S.A.A., 
and Mr. A. A. Blasdale, A.S.A.A. The practice is now being 
continued by these three partners. 


December, 1948 
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THE SPECIAL 
‘CONTRIBUTION 


A Commentary on Part V 
of the Finance Act, 1948. 


BY 
JAMES S. HEATON, 4:s.Aa. 


(A member of the Incorporated 
Accountants’ Research Committee) 
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Part I.—Introduction 
The Approach 


This work, prepared at the request of the Society of Incorporated Accountants, 
is primarily designed for members of the accountancy profession. Consequently, the 
aim has been to provide a practical commentary on the Statutory provisions governing 
the Special Contribution as a guide to their application in the varying circumstances which 
will arise. Reference to the principles involved will therefore be made so far as is necessary 
to interpret Part V of the Finance Act, 1948. f 

The sequence has been determined by the successive steps which will be followed in 
practice. After establishing the fact that an individual is chargeable to contribution, the 
computation of “‘ aggregate investment income ”’ will follow. This will lead to the calculation 
of liability, including marginal relief, where appropriate. The rights of the Inland Revenue 
in relation to accountable parties will then arise, followed by the question of recovery from 
third parties and the ultimate incidence of the imposition. Matters of machinery relating, 
firstly, to administration and appeals, and, secondly, to interest will be considered in 
conclusion. 

It is already known that difficult problems will present themselves in relation to the 
rights of recovery of contributors and of the Revenue against trust property, and the guidance 
of the Courts will doubtless be sought by trustees. In this matter it is to be anticipated that 
members of the legal and accountancy professions will be in close contact with one another. 

References to the Act are given in the outside margin, with the aim of minimising 
detailed quotation. 


RATES OF CONTRIBUTION : 


Aggregate Charged on S.47(1) 
Investment Rate — excess over 
Income 
On the first £250 Nil Nil 
£ £ £ £ 
251 to 500 2/- 250 
501 ,, 1,000 4/- 500 
1,001 ,, 2,000 6/- 1,000 
2,001 ,, 5,000 8/- 2,000 
5,001 upwards 10/- 5,000 
Cumulative Liability 
Aggregate Average 
Investment Contribution Rate 
Income 
£ £ 
500 25 1/- 
1,000 125 2/6 
2,000 425 4/3 
5,000 1,625 6/6 
10,000 4,125 8/3 
15,000 6,625 8/10 
20,000 9,125 9/14 
25,000 11,625 9/3.6 


Overriding Maximum to Liability or ‘‘ Marginal Relief ”’ 

Contribution is not to exceed the excess of total income for 1947-48, as computed for S.47(2) 
Contribution, over £2,000. 

Examples (where all the income .is investment income for the purposes of Contribution) : 


Total Liability at Overriding 
- Income Ordinary Rates Maximum 
£ £ £ 
2,100 465 100 
2,500 625 500 
2,700 705 700 


Where all income is investment income, the relief, therefore, ceases to be effective at approxi- 
mately £2,700. 
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S.62(1) 
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Examples (showing effect of other income on overriding maximum). 
The existence of other income will reduce the point ot total income at which the overriding 


maximum will cease to be effective. 


Aggregate Liability at Overriding 

Total Income Other Income Investment Income Ordinary Rates Maximum 
£ io eX iB < . £ £ 
2,700 12 10 0 2,687 10 0 700 700 
2,650 87 10 0 2,562 10 0 650 650 
2,600 162 10 0 2,437 10 0 600 600 
2,500 °312 10 O 2,187 10 0 500 500 
2,425 425 0 0 2,000 0 0 ' 425 425 
2,400 483 0 0 1,917 0 0 * 400 400 
2,300 717 0 0 1,583 0 0 300 300 
2,200 950 0 0 1,250 0 0 200 200 
2,100 1,225 0 0 875 0 0 100 100 


If, out of total income as shown above, other income exceeds the figures in the second column, 


overriding maximum will not apply. 

“Other Income’”’ may not necessarily be wholly comprised of earned income. It would 

include : 

(a) Income from a trust included in total income for sur-tax, but excluded from aggregate 
investment income on the ground that it included sums payable otherwise than out of 
the income of the trust. 

(b) Income from property held for the National Trust. 

Income from Schedule B assessments not treated as earned income. 
(dZ) Terminable annuities payable by the National Debt Commissioners or a life office. 

(e) Annual payments received in connection with retirement from a trade, profession or 
vocation. 

“‘ Other Income”’ may also be a net figure which remains after deducting amounts not allowed 

for Contribution, which are, however, allowed as deductions from total income, e.g., 
(i) Reliefs for losses. 
(ii) Capital allowances under the Income Tax Act, 1945, to the extent that they exceed 
the income of the specified class against which they are primarily to be allowed. 
Applications to Special Commissioners for Reliefs 

The following matters require applications to the Special Commissioners : 

(a) Relief in respect of taxed income received in 1947-48 which represents more than a full 

year’s income. 

(b) Relief in respect of substitution of actual expenditure on maintenance, repairs, insurance 

and management in 1947-48, for amounts otherwise deductible from income from property. 

(c) Relief in respect of investment income received from property of a deceased estate which 

will be required for payment of death duties. 

(2) Relief in respect of dividends received by a working director from a private director- 

controlled company. 
Time Limits for Applications for Relief 

All the above applications may be made in advance of an assessment to Contribution. 

Applications under (a), (b) and (c) above must be made before the assessment has become 

final, 1.e., at expiration of period during which appeal may be lodged, 1.e., within twenty-eight 
days from the date of the notice of assessment. (Regulations, para. 11.) 
Applications under (d), above, must be made not later than December 31, 1950. 


Other Applications Under the Act 


To be made by To be made to Time Limit 
Trustees of U.K. trust receiving in- Special Commissioners None specified 
come from foreign trust, as to 
repayment 
Husband or wife, for separate assess- To be laid down in regula- October 5; 1948, or 28 days 
ment tions after notice of assessment 
on husband 


Other Notices Under the Act 
Notices are required in the following circumstances : 
To be given by To be given to Time Limit 


(i) Trustees of first trust receiv- Contributor orSpecialCom- Before assessment final as 
ing income from a second missioners against first trustees 
trust, as to right of recovery 

(ii) Contributor, intimating exer- Trustees Six months after date of 
cise of right of recovery payment 
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To be given by To be given to Time Limit 

(iii) Trustees of first trust, in- Second trustees One month after receipt of S.56(6) 
timating receipt of notice notice in (ii) above 
in (ii) above 

(iv) Husband and wife revoking To be laid down in regula- October 5, 1948, or 28 days S.58(5) 


for Contribution applica- tions - after notice of assessment 

tion for separate assess- 

ments 

Part II.—General: Individuals Liable: Exemptions 
General 


The Special Contribution is chargeable on the “ aggregate investment income” of S.47(1) 
individuals for the financial year 1947-48, subject to exemption where death occurred before S.47(4) 
the end of that year. Death after April 5, 1948, does not affect liability. Personal S.47(7) 
representatives may be assessed, and rights of appeal and recovery enjoyed by the deceased 


| will pass to them. Contribution is not chargeable unless “ total income ” of the individual 
exceeded £2,000 for 1947-48, and then on a graduated scale on the excess of the “ aggregate 
; investment income” over £250. 


Three general principles may be laid down: 

(a) Owing to the extreme difficulty of defining investment income, the general rule is $.49(1) 
that all income which is not earned is treated as investment income. The intention has been 
to direct the Contribution primarily to those sources of unearned income which arise from 


. capital assets. For this reason, special provisions are made to deal with periodical payments 
which are received by an individual, and form part of his unearned income, but do not spring 
1 from underlying capital. These include payments under Court orders for maintenance or 


affiliation, or under voluntary settlements by deed of covenant, and are to be left out of 
account in relation to both parties to such arrangements. Exemption of income from 
1 annuities purchased from the National Debt Commissioners or from Life Assurance Offices 
may be traced to the same principle. In many cases, however, the source of chargeable 
income may well be a somewhat intangible asset, e.g. patent or copyright royalties received 
1 from a deceased estate. 

(6) For convenience of administration, Contribution has been closely allied to sur-tax S.48 
principles. Two consequences follow. In the first place, the computation of total income, 
on which chargeability initially depends, follows the provisions of the Income Tax Acts in 
h relation to the computation of total income for sur-tax, except to the extent that they 
are specifically overruled in’ Part V of the 1948 Act. The treatment of periodical payments 
Po noted earlier on this page is an example of this. The method must, therefore, be to regard 
the computation of total income for sur-tax for 1947-48 as the starting point, and to adjust 
by reference to the variations for Contribution purposes. This implies that liability may 
arise in cases in which no sur-tax is payable for 1947-48. 

e The second consequence of reliance on sur-tax as the basis is that income chargeable 
it to Contribution depends upon assessability to income tax. For instance, interest on Tax 
Reserve Certificates could not be included in the computation, although clearly springing 
from an underlying capital asset. Further, income which is chargeable with income tax 
by deduction at source is deemed to be income of the year when that deduction is made, 
irrespective of the period over which the income may have accrued (F.A. 1927, Section 39 (2)). 
Provision is made for relief in the computation for Contribution when this rule has the effect 
of including more than a full year’s income. Computation by reference to the combined 
- incomes of husband and wife is a further consequence of using income tax as 4 basis. 
t (c) Unless specially defined for Contribution, expressions follow their meaning in the S.68(2 
Income Tax Acts. It is necessary, therefore, to approach interpretation of Part V of 
the 1948 Act in this context. ‘ 


Individuals Liable and Exemptions: Effect of Death in 1947-48 

1s It has already been noted that no liability arises where death occurs before the end S.47(4) 
of the financial year 1947-48. The combination of this provision with the inclusion of the 
income of a married woman with that of her husband, unless they are not living together 

of (General Rule 16, I.T.A. 1918), would have been contradictory, if one of the parties died 

in 1947-48. If the wife died, the inclusion of her income for the period from April 6, 1947, 
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S.58(6) 


$.47(3) 


S.48 


to date of death, in computing her husband’s liability to Contribution, would be at variance 
with the general proposition that liability does not arise on a death within that year. On 
the other hand, the death of the husband would relieve investment income of the wife (from 
April 6, 1947, to date of death) from any liability, because she would not be deemed to have 
any income in her own right until after the death of her husband. In both these cases, 
therefore, it is provided that the surviving spouse shall be treated as if they had not been 
married at any time in 1947-48. 


Non-residents and Individuals not Domiciled in U.K. 

An individual who was not domiciled in the United Kingdom in the year 1947-48 is 
not liable to Contribution unless : ' 
(a) he was resident in the United Kingdom in the financial year 1947-48 ; and 

(b) had been ordinarily resident therein throughout the period of ten years from April 6, 
1938, to April 5, 1948. The position of individuals domiciled in the United Kingdom in 
the year 1947-48 appears to be as follows: 

(i) If resident in the United Kingdom for 1947-48, liability will be by reference to total 
income from all sources, as computed for sur-tax and adapted for Contribution purposes ; 
and to aggregate investment income from all sources, according to Part V of the 1948 Act. 

(ii) If non-resident in the United Kingdom for 1947-48, liability will depend on total 
income and aggregate investment income respectively arising in this country. 

(iii) If, in addition, the individual was not ordinarily resident in the United Kingdom 
in 1947-48, income exempt from income tax in such cases would require elimination from 
total income and from aggregate investment income. Income exempted by I.T.A., 1918, 
Section 46, includes interest on 34 per cent. War Stock, 4 per cent. Funding Stock and 3 per 
cent. Defence Bonds. The remittance basis of assessment of income from foreign possessions, 
under Cases IV and V of Schedule D applies where the taxpayer is not ordinarily resident 
in the United Kingdom. 

Since the questions of residence and ordinary residence arise in relation to income tax 
and sur-tax liability, it is unnecessary to discuss them here. A taxpayer’s domicil is not 
generally an important factor, and the term is one of general law, without specific meaning 
in relation to taxation. It is relevant to the remittance basis of assessment under Cases IV 
and V, and in relation to the anti-avoidance provisions applicable to certain transfers of 
assets abroad. An authoritative definition of domicile is as follows : 

“The domicil of any person is the country which is considered by English law to be 
his permanent home. 

This is— 

(1) in general, the country which is in fact his permanent home ; 

(2) in some cases, the country which, whether it be in fact his home or not, is determined 
to be so by a rule of English law.” (Dicey: Conflict of Laws.) 


Part III.—Computation of Total Income 
Application of Sur-tax Principles 


Computation of total income is required only in establishing one of the conditions 
precedent to liability, i.e. the minimum figure of total income for 1947-48 of £2,000. It 
has been noted above that, in general, the computation of total income for sur-tax will 
apply. This has, inter alia, the following consequences : 

(a) No deductions may be made for: 

. (i) Annual payments under deed of covenant executed after April 9, 1946, in 
favour of charities, employees, or agents. (F.A. 1946, Section 28.) 
(ii) Annual payments under certain settlements where the income is not fully 
distributed. (F.A. 1938, Section 39.) 
(b) Total income for the purposes of the Contribution will include income deemed to 
be that of the individual for sur-tax by virtue of specific enactments, such as: 
(i) Income from certain assets transferred abroad. (F.A. 1936, Section 18, as 
amended.) 
(ii) Income from certain settlements in which the settlor is held to have an 
interest in the income. (F.A. 1922, Section 20; F.A. 1936, Section 21 ; 
F.A. 1938, Part IV.) 
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(iii) Income ot a company apportioned amongst its members under a direction 
of the Special Commissoners. (F.A. 1922, Section 21, as amended and 
extended.) 

In order to ensure that these “ deeming” provisions apply to Contribution, the final words 
of Section 48 were added on the Committee Stage. (House of Commons Official Report, 
June 3, 1948, col. 1335.) 


Qualification of Sur-tax Principles 

The general rule under which sur-tax provisions are followed in computing total income 
for Contribution is subject to certain exceptions. The following deductions are not 
allowable : 

(a) Periodical payments made under Court order for maintenance or affiliation. S.52(1) 

(b) Periodical payments under a disposition not made for full consideration in money 
or money’s worth. The operation of Section 52 (1) is confined to periodical payments which 
are allowable as deductions for sur-tax. The point is that, following the sur-tax basis, certain 
periodical payments are already disallowed. (See (a) (i) and (ii) above.) 

The following items are not to be included in total income of the recipient : 

(i) Periodical payments under Court order for maintenance or affiliation. (cf. (a) above.) 

(ii) Periodical payments under dispositions not made for full consideration in money 
or money’s worth. (cf. (b) above.) 

(iii) Income from the occupation of property under a revocable licence not granted for S.52(2) 
valuable consideration, 7.e. this income is to be omitted in computing total income for 
Contribution of the individual enjoying occupation. 

(iv) Income of a married woman from April 6, 1947, to the date of her death in that S.58(6) 
year, t.e. to be omitted from her husband’s total income. 

(v) Income received under deduction of tax in 1947-48 to the extent that the Special S.61(1) 
Commissioners authorise reduction, on the grounds that more than a full year’s income was 
received in that year. 

The followirg items must be included in total income for Contribution : 

(A) Income of a married woman from April 6, 1947, to the date of her husband’s death, S.58(6) 
occurring in 1947-48 (regarded for sur-tax as that of her husband), must be included in 
addition to her income from all sources during the remainder of that year. 


(B) Income from property which the individual would be entitled to occupy on the S.52(2) 
revocation of a licence in favour of some other person. (cf. (iii) above.) 

In computing total income actual expenditure in 1947-48 on maintenance, repairs, 
insurance and management of property may be substituted for the five-year average in 
Rule 8 of No. V of Schedule A. 

It is hoped that this summary, although more lengthy, will be preferable to the Soong 


t 
of describing a deduction as the income of the payer (the method adopted in Section 52). 


Part IV.—-Investment Income 
Exclusion of Earned Income 


It was pointed out in the Introduction that the definition of ‘‘ investment income ’’ is 
a negative one. Subject to specific provisions in Part V of the Act and the Tenth Schedule 
thereto, any income is included which does not arise from an earned source. The definition S.49,1) 
of “earned income ”’ in I.T.A. 1918, Section 14 (3) will apply, namely : S.68(2) 
“.,. the expression ‘ earned income ’ means : 
(a) any income arising in respect of any remuneration from any office or employment of 
profit held by the individual, or in respect of any pension, superannuation, or other 
allowance, deferred pay, or compensation for loss of office, given in respect of the past 
services of the individual or of the husband or parent of the individual in any office or 
employment of profit, or given to the individual in respect of the past services of any 
deceased person, whether the individual or husband or parent of the individual shall 
have contributed to such pension, superannuation allowance, or deferred pay, or not ; and 
any income from any property which is attached to or forms part of the emoluments of 
any office or employment of profit held by the individual ; and 
any income which is charged under Schedule B or Schedule D, or the rules applicable to 
Schedule D, and is immediately derived by the individual from the carrying on or exercise 
by him of his trade, profession, or vocation either as an individual, or, in the case of a 
partnership, as a partner personally acting therein.” 
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S.49(2) (a) 


S.49(3) 


S.49(2) (b) 


S.49(2) (c) 


S.66(1) 


S.66(2) 


The following points arise from this definition : , 

(i) Income included under (5) above is of particular importance to members of the 
clergy. The annual value of an official residence and income from endowments or charities, 
for example, will not be treated as investment income for Contribution purposes. 

(ii) The limitation of earned income relief, in the case of partnerships, to “‘ partners 
personally acting therein’’ implies that the share of partnership profits received by a 
“ sleeping ’’ partner will be treated as investment income. 


Other Income Excluded By Specific Enactment 

The intention to exclude earned income is at variance with the division of income under 
the Schedules, for income tax purposes. For example, in the case of property owned and 
occupied, or beneficially occupied, for the purposes of a business, tax on the profits is derived 
through the medium of Schedules A and D, and the part attributable to that property does 
not rank for earned income relief. The broader view, that the whole profit arises from the 
business, has been accepted for Contribution purposes. Similarly, income arising from a 
business may not be taxed under either Case I or Case TI of Schedule D if it is of a nature 
appropriate to another Schedule or Case, or is received under deduction of tax. The artificial 
segregation of income under the Income Tax Acts could not, therefore, be taken as delineating, 
without adaptation, the broad division between investment and other income. 

These adaptations are summarised as follows : 


Income Not To Be Treated as Investment Income 

(a) Income from land and other investments which is brought into the computation of 
business profits, or which would be so treated but for the fact that it has been differently 
dealt with under the Income Tax Acts. The point here is whether the investments are held 
as an integral part of the business, 7.¢. in the nature of fixed assets, or merely as a medium 
in which surplus current assets are maintained. It is clear that the latter must be treated 
as investment income for Contribution. The fact that investments are shown on the face 
of a business balance sheet will not be conclusive evidence that they are within the exemption 
of Section 49 (2) (a). Excepted income would apparently include dividends and interest on 
stocks and shares held by a jobber as part of his “ book”’; interest received by a money- 
lender or hire-purchase financier ; and income from property held by a builder where profits 
on sales have been included in the Case I computation, on the ground that the transactions 
were part of the trade. 

(6) Income from the occupation of property for the purposes of a trade, profession or 
vocation and used therefor. This refers to the annual value of business premises, which 
is excluded from the computation of profits because of the separate charge under Schedule A. 
If the business use does not extend to the whole of the property, the proportion excluded 
from investment income is to correspond with the restriction under Rule 3 (c) of the Rules 
applicable to Cases I and II. If Rule 3 (c) is not applicable, “a due proportion” is to be 
taken. That Rule is relevant only when the other use is as a dwelling-house or domestic 
offices. The ‘‘ due proportion” would apparently apply when the whole property is in the 
occupation of the persons carrying on the business, but some part is neither occupied for 
business nor for domestic purposes. 

(c) Any other income arising from a trade, profession or vocation carried on by an 
individual otherwise than in partnership, other than income which is not covered under 
(a) and (b) above. This sub-Section is difficult to interpret. One point to be noted is that 
it refers to an individual, whilst Section 49 (2) (b) used the plural “ persons’; and another 
is that partnerships are specifically excluded. If this were not done it would apparently 
allow the share of a sleepirg partner to be excluded from his investment income. It appears 
however, that the significance of this residuary exemption of trading income arises mainly 
from the special nature of the incomes of Lloyds’ underwriters. The income of a “name” 
is to be excluded under Section 49 (2) (c) (per Solicitor-General, House of Commons Official 
Report, June 3, 1948, col. 1370). ; 

_ (d) Income from real or personal property which, for the whole or any part of 1947-48, 
was held on trust for the National Trust, subject only to a life interest reserved to the settlor 


and his wife (or her husband). Such interest may be joint or in succession. The income - 


remains in the computation of total income in establishing the limit of £2,000 but is disregarded 

in computing liability to Contribution. ‘‘ National Trust” is defined in Section 66 (2). 

It appears that this provision has been made for the protection of the Trust, rather than the 
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settlor life tenant, since he would, subject to the precise terms of the settlement, have been S 57(1) 
able to raise a mortgage on the property to enable payment of Contribution on the income 
, to be made. (This question is considered in a later section.) The Trust would then have 
had the prospect of entering into possession of mortgaged property. (House of Commons 


d Official Report, June 7, 1948, col. 1661.) It should be noted that, where the settlement 

L was made in 1947-48, the exclusion is limited to income arising subsequent to the settlement. 
(e) Income arising from a trust, to the extent that it is shown to the satisfaction of the $.53(1) 

Special Commissioners to have arisen otherwise than from the income of the trust. ‘ The 


income of the trust ”’ has a twofold significance. 

In the first place, payments received by a beneficiary which have the character of income 
in his hands will be excluded from his investment income if they were paid from trust capital. 
Annuities made good out of capital, when there is an insufficiency of income, will be the 
most common examples. Such payments must still be included in total income for Con- S.53(3) 
tribution purposes. The case of John Morant’s Settlement Trustees v. C.I.R. (1947) T.R. 309 
illustrates the problems involved. . . 

In the second place, Section 53 (1) also authorises the exclusion of income received from 
a trust so far as it comprises items which would not be treated as investment income if S.53(2) 
received direct by the individual, or would be excluded from his income altogether. If 
there are connected trusts, so that income received by a beneficiary from one trust includes 
income received by the trustees from another, the same method is followed, the general 
sf gg being to compute the income as it would be computed for sur-tax if received direct 

y an individual. Computations extending through a chain of connected trusts may well 
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Y assume formidable proportions in practice. 

n Income from private companies. When the Finance Bill was published attention 
d was drawn to the disparity between the position of the individual carrying on business on 
e his own account or in partnership, and that of the individual receiving income from a 
n company which had been formed to carry on an ostensibly private business. There was 
n no doubt that the provisions relating to Contribution drew a clear distinction between income 


- from an office or employment under a company (which is earned income), and income in 
ts the form of dividends (which derives from the capital investment, however small, irrespective 
1S of the degree of personal effort required to earn the profits). In practice, the division of 

the distributed income of the company as between remuneration and dividends is often 
or arbitrary, and does not represent any considered estimate of the relative rewards due to 


-h effort, on the one hand, and capital, on the other hand. 

\ In response to representations, provisions were inserted in the Bill, giving a formula, 10th Sch. 
od, mainly based on Profits Tax figures, for increasing the amount of income from a company 

es which may be treated for Contribution as earned, and correspondingly reducing the amount 

se treated as investment income. 


(t) Relevant Companies 


™ The company from which the income is received must be a private director-controlled Para. 1 
company, other than an investment company. For this purpose, “ director” includes any Para. 5(1) 

a person occupying that position, by whatever name called, and persons in accordance with 

ct whose directions or instructions the directors are accustomed to act. It may be noted that 

at there is no specific exclusion of a person who gives advice in a professional capacity on which 

cm directors are accustomed to act (cf. F.A. 1948, Section 41 (1), proviso). A body corporate 

r shall not be treated as a director of a private company, unless it is itself a director-controlled 

nd company. “Investment company” was defined in F.A. 1936, Section 20, as one whose 

1 income is mainly comprised of items which would not be earned income if received by an 

Y, individual. As this reverts to the definition of “‘ earned income” in I.T.A. 1918, Section 

‘al 14 (3), the wheel may be said to have turned full circle. Although a director of an investment 
company is not entitled to the additional relief under the Tenth Schedule, he may treat as 

8 earned income the amount which is allowed as a deduction in computing the total income 

a of the company, for the purposes of automatic apportionment amongst the members. 

a (F.A. 1939, Section 14 (2), proviso (a)). 

ed (tt) Working Director 

2). The relief under the Tenth Schedule is confined to directors who worked full time in Para. 5(1) 

he the actual management or conduct of the company’s business in 1947-48. 
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‘Para. 2(1) (iii) Measure of Relief 
The method is to increase the earned income from the company which falls into total 
income for 1947-48 to a maximum, referred to as a “ standard amount,” the amount of 


investment income from the company being correspondingly reduced. 


Para. 2(2) 


Para. 5(3) 


Para. 5(1) 


Para. 5(3) 


Examples : 
£ 
(1) Dividends on share capital (1947-48) 5,000 
£ 
“Standard amount” ... ine ain ..- 3,000 
Emoluments as working director (1947-48)... 2,000 1,000 
Amount treated as Investment Income ... 4,000 
(2) Dividends on share capital ... vie wa 1,000 
“Standard amount ’’... nee ne ... 2,000 
Emoluments as working director ... _ 500 1,500 


The excess of the standard amount over actual emoluments assessable for 1947-48 is 
greater than the dividends on share capital. No relief is due under the Tenth Schedule, 
and £1,000 will be treated as investment income. 


(tv) Computation of Standard Amount 

The standard amount is the greater of: 

(a) £2,000 (or a proportionately less amount where the period does not extend to the 
full year 1947-48) ; and 

(5) the smaller of (i) £15,000 and (ii) 15 per cent. of the profits of the company, divided 
in each case by the number of working directors. These figures are also subject to apportion- 
ment when the full year 1947-48 is not involved. The figure of £2,000 in (a) is not affected 
by the number of working directors of the company. 

For the p ses of the computation under (6) (ii) above, the profits are to be as computed 
for Profits Tax, before abatement, but including franked investment income; except that 
all directors’ remuneration is to be deducted except that of working directors. It should 
be remembered that this exception refers to working directors as defined in the Tenth 
Schedule, and must not be confused with whole-time service directors for Profits Tax. Having 
regard to the maximum share qualification of the latter, part of remuneration of working 
directors may have already been disallowed in the Profits Tax computation. 


Examples 
The greater standard amount under (b) above will apply in the following circumstances : 


Number of Working Profits 
Directors exceeding 
One £13,333 
Two 26,667 
Three 40,000 
Four 53,333 
Five 66,667 
Six 80,000 
Seven 93,333 


If there were eight working directors (an unusual circumstance in a private company), 
the maximum would be £2,000 each, as the percentage of profits does not apply where they 


exceed £100,000, and £15,000 divided between eight is less than the figure under (a) above, . 


viz. £2,000 each. 
Example : £ 
Profits as profits tax computation (year to 31-3-48) 21,000 
Add franked investment income ... poe eal ie cos 5,000 
Add amount allowed for Profits Tax for whole-time service 
directors ads ae +a sale ae 10,000 
36,000 
Deduct remuneration of directors other than working directors 6,000 
Basis for computation of Standard amount £30,000 
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15 per cent. of £30,000 = ... inet oat jv an £4,500 Para. 2(2) 
Assumed two working directors : 
Standard amount = {4,500 + 2 = pas aiid sae £2,250 each 


(v) gogo of Accounting Periods 
he provisons which deal with the case where the accounting period does not coincide 
with the year 1947-48 are not happily phrased. Paragraph 1 refers to a period “ being or Para. 1 
comprised in the year 1947-48” and there are provisions for apportionment. What is Para. 5(4) 
apparently referred is an apportionment of profits on a time basis so as to coincide with the 
tax year. Thus, if in the preceding example, accounts had been made up for years ended 
June 30, calculations would be separately required for the years ended June 30, 1947, and 
—_ 30, 1948, with aggregation of three-twelfths of the former and nine-twelfths of the 
tter. 


(vt) Variation in Working Directors ; 

If it is necessary to divide the standard amount by the number of working directors Para. 2(3) 
(i.e. where alternative (b) above, applies), separate calculations are required for each part 
of the period for which their number is constant. The part of the profits apportioned to 
each of such periods is to be divided by the number of working directors therein, and the 
results aggregated. Ina simple case, if accounts were made up for the year to March 31, 1948, 
and there were three working directors to December 31, 1947, and two from that date, the 
figures would be: 


Profits as computed for the standard amount... hak wn 40,600 . Para. 5(3) 
Proportion for nine months to 31-12-47 sai ane ns 30,000 
Proportion for three months to 31-3-48 * pS said 10,000 ; 
Standard amount : 
(15% x £30,000) +3+ (15% x £10,000) +2 Para. 2(2) 
= £1,500-+£750 (2) 
= £2,250 


If accounts were made up to June 30, and there were a change of working directors at 
September 30, three calculations of profit would be required, viz. : 
(i) For three months to 30-6-47 (i.e. three-twelfths of profits, as adjusted, for year to 

that date). 

* (ii) For three months to 30-9-47 (i.e. three-twelfths of the year to 30-6-48, or three- 
ninths of the apportionment already made for the period to 31-3-48). 

(iii) For six months to 31-3-48, apportioned as in (ii). The sum of (i) and (ii) would be Para. 5(4) 

divided by the number of working directors in the six months to September 30, 
1947, and (iii) would be divided by their number in the succeeding half-year to 
March 31, 1948. 


(vii) Option in Relation to Connected Companies 
Where an individual was a director of two or more companies in 1947-48, the general Para. 5(2) 
definition of working director would make him ineligible for relief under the Tenth Schedule 
in relation to any one of them. This would not be reasonable where what is economically 
one business is divided into separate legal ownerships in a group of companies. An option 
is given to the individual to select one of the companies and he will be treated as a working 
director of that company only. The conditions are: 
(a) He must work full time in the actual management or conduct of the group as a 
whole. 


(b) The companies must all be private companies. 

(c) The group must comprise either a holding company and one or more subsidiaries, 
or a number df subsidiaries of the same holding company. ; 

The effect. on the computations is as follows: 


(i) The individual’s emoluments for 1947-48 from all the companies comprised in the 
group (as in (c) above) are to be aggregated and treated as emoluments from the 
company which he has selected, under the option. 

(ii) The individual may require that investment income from share capital of all the 
companies in the group shall be treated as investment income from the selected 
company only. . 
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It should be noted that the aggregation under (i) is mandatory, but under (ii) permissive 
only. Although emoluments are to be aggregated, there is no corresponding aggregation 


Para. 2(2) of profits, and the computation of standard amount must have reference only to the profits 
Para. 2(1) of the selected company. If the standard amount less actual emoluments exceeds the 
Para5(2)(d) investment income from the company, the Tenth Schedule affords no relief. The individual 


would, therefore, take advantage of the option to aggregate investment income from share 
capital of all the group, if the income from the selected company only would bar or restrict 
relief. If the standard amount can be allowed in full in relation to the selected company 
only, there would be no point in invoking that option. This would produce no saving, as 
the dividends from the other companies in the group would be treated as investment income 


Para2(2)(5) in the ordinary way. Where the standard amount depends on the percentage calculation 
Para. 5(2) on profits, the director would naturally select the company with the largest profits in 1947-48, 


Para. 5(2) 


Para. 2(1) 


Para. 5(2) 


Para. 5(2) 


subject to the relative number of working directors of each. 


Full-time Working 


The option provided for a director who works full time for a group of companies solves 
only one part of the problem of what constitutes full-time working. Some experience of 
administration was gained under E.P.T., but it remains to consider the spirit in which the 
Special Commissioners might be expected to interpret the expression in this context. It 
might be useful to place on record the words of the Solicitor-General (House of Commons 
Official Report, June 22, 1948, col. 1315) : 

: “‘ So far as we can legitimately, we will interpret this generously, in the sense that we will 
endeavour to be reasonable where we find ia substance that the individual concerned gives 
the whole of his time to a company. Where there are two companies wholly unconnected 
and a director gives half his time to each, this Amendment would not apply, because it deals 
with groups of companies within the meaning of the Companies Act, 1947.” 


Again (col. 1316) : 

“‘ Where a director is working substantially whole time for a company or group of com- 
panies, we will do our level best, even if some of his time is devoted to some outside business, 
to bring him within the scope of the Schedule. I did not say, and I repeat, that where he has 
whole-time employment under different companies which do not form a group he is entitled 
to be treated as a whole-time director.” 


(vit) Miscellaneous Matters 

The following points arise from the Tenth Schedule : 

(a) The wording of paragraph 2 (1) appears to be unfortunate, since it refers to invest- 
ment income which “ consisted” of income from share capital of the company concerned. 
It might be argued that this bars relief where there is any other source of investment income. 
It is presumed that such is not the intention and that the word “ included ” would be more 
appropriate. 

(6) The Schedule provides for reduction of investment income where appropriate by 
the excess of the standard amount over the actual emoluments which are included in total 
income for 1947-48. It has been seen that the standard amount may depend on calculations 
by reference to apportioned accounting periods. No adjustment for Contribution of the 
Schedule E assessment for 1947-48 is required, notwithstanding that it may have been 
the practice to make such assessments on the basis of accounting periods falling within the 
tax year, without apportionment. 

(c) The companies concerned with the option need not actually constitute a group, 
although that expression has been used for convenience. It is only so much of a group of 
companies, over which the individual spends his full time, with which the option is concerned, 
so long as that part consists of a holding company and one or more subsidiaries, or fellow 
subsidiaries. 

(d) The relief under the Tenth Schedule clearly relates to income from share capital 
only. Interest on loans and debentures must be treated as investment income in full. 


(e) The option as regards a group does not affect a director who is in any case a working 
director of one company only, even though that company may be a member of a group. 
10 
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Part V.—Aggregate Investment Income 
General 


The expression “‘ aggregate investment income ”’ implies the aggregation of the investment S.50(1) 
income from the various relevant sources, and, from the definition it would seem that there 
the matter rests. This is, however, an instance of infelicitous wording. Just as the total 
income of an individual for sur-tax usually comprises the addition of income from a number 
of sources, on the one hand, and a deduction of allowable charges, on the other hand, leaving 
a net figure ; so also has the computation of the amount on which Contribution is chargeable 
a dual aspect. That amount represents the addition of such items of investment income, 
included in total income, as are appropriate to Contribution ; and the deduction therefrom 
of such of the deductions from total income as are relevant to investment income. The ex- 
pression would, therefore, be the better understood if the word “ net ” preceded it, although, 
admittedly, a similar position obtains in relation to total income for sur-tax. This confusion 
between the gross addition of investment income and the net figure on which Contribution is 
charged led to more than one error in the drafting in the Bill, making amendments necessary 
during its progress through Parliament. Further, there are a number of sources of income 
which are to be disregarded in computing aggregate investment income but which are not 
excluded from investment income. In so far as the identification of sources of investment 
income for Contribution is preliminary only to the computation of the aggregate thereof, it 
is difficult to appreciate the necessity for the distinction. 


Income Excluded from Aggregate Investment Income 


(a) Terminable annuities payable by the National Debt Commissioners or one of the Life S.50(2) 
Assurance Offices.—The fact that the annuity was originally created in favour of the individual 
concerned is immaterial. Some doubts were expressed in Parliament as to the meaning of 
“ terminable.” These were resolved by the Solicitor-General in the following words : 

“ The case is that terminable annuities are not limited to annuities for a particular term, 
but include those which are annuities for life, and the term is used to indicate those which 
are in contradistinction, say, to Consols, which are permanent annuities.’’ (House of Commons 

_ Official Report, June 3, 1948, col.. 1398.) 

This exemption is no doubt based on the principle that the income from the annuity 
has no underlying capital asset. 

(b) Payments in connection with retirement—Sums received by an indlividoel in pur- S.50(3) 
suance of any arrangement made in connection with his retirement from a trade, profession 
or vocation, or in the event of his death whilst engaged therein, may be disregarded in com- 
puting his aggregate investment income. If the payments are received by: some other 
person in pursuance of the individual’s retirement or death they are to be excluded similarly 
from the computation of that other person. This sub-section can only apply when the 
payments are in the nature of income, as otherwise they would not be part of total income 
for sur-tax and, hence, Contribution. Further, it could not apply to pensions, even if received 
by a dependant, since they are earned income within I.T.A. 1918, Section 14 (3). The 
type of payment covered is apparently that under consideration in the cases of C.I.R. v. 
Ramsey (20 (20 T.C. 79) and C.I.R. v. Ledgard (21 T.C. 129), although the payments were actually 
there held to be capital: If, for example, a partner retires on terms that he shall receive an 
annuity, or that he shall receive a proportion of income to be earned in the future, without 
stipulation of an ascertained sum, then he receives such payments as income. These are 
to be excluded from aggregate investment income. 

(c) Assessments under Schedule B.—Any assessment under Schedule B is to be disregarded. S.50(4) 
Since income assessable under the Schedule is excluded as earned income if it arises from 
individual activity (e.g. a Schedule B assessment on land used for husbandry), whilst an 
assessment on land occupied as part of a business would be excluded; it seems that the S.49(2)(d) 
only assessments affected are on the occupation of amenity lands, charged to income tax 
at one-third annual value. 

i (a) Income taxed by deduction at source—The amount of reduction from total income S.61(1) 
, for Contribution which may be allowed by the Special Commissioners, on the ground that 
| more than a full year’s income is included in income received under deduction of tax, is 
| ‘similarly to be excluded from aggregate investment income. The words of the Bill were 
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S.48 
S.61(2) 


S.64(1) 
S.64(2) 


S.51(4) 


amended so as to give the Special Commissioners a discretionary power to make such 
reduction as is appropriate with a view to securing that the income included is equivalent 
to that of a full year, without limiting the adjustment to a strict day-to-day apportionment. 
This relief is in substitution, for Contribution, to that allowed for sur-tax under F.A. 1927. 
Section 34. As the latter is a relief, and not part of the computation of total income, it 
would not be automatically followed under the general provision that sur-tax rules apply, 
A computation of the income, on an accruals basis, is required to establish that more than a 
full year’s income is included in 1947-48. (F.A. 1927, Section 36 (1) is made applicable.) 

An unsuccessful attempt was made in Parliament to amend the Bill so as to allow relief 
where exceptional dividends were received in 1947-48 from concerns affected by nationali- 
sation. 
(e) Relief in respect of Death Duties—Investment income may be reduced, in computing 
the aggregate, by such amount as the Special Commissioners consider appropriate, when 
it arose from assets on which estate duty, succession duty or legacy duty will be payable on 
a death occurring before the end of 1947-48. The point is that, whilst the duties remain 
unpaid, investment income is arising on assets which will be required for payment. The 
measure of the reduction will be by reference to the amount of the excéss of income received 
in 1947-48 over the notional position, assuming that payment of duties had been made 
immediately on the occurrence of the event which gave rise to liability therefor. It would 
seem that a similar position would in any event be achieved in cases in which the rule in 
Allhusen \. Whittell ((1867) L.R. 4 Eq. 295) is applied as between life tenant and remainderman, 
as the proportion of income deducted on the same grounds would not be payable to the life 
tenant within F.A. 1938, Section 30, and would not form part of his total income for sur-tax. 
That case is not, however, commonly applied, and is inoperative if there is no life tenant. 

(f) Income arising abroad.—An individual domiciled and resident in the United Kingdom, 
entitled to investment income from overseas, is primarily liable to income tax on the full 
amount of the income arising less admissible outgoings, including taxes in the country of 
origin (Cases IV and V of Schedule D). Where, however, a right to claim a credit against 
United Kingdom income tax arises under a Double Taxation Convention (as, for example, 
with the United States), or under the Dominion Income Tax Relief provisions, and the 
assessee elects to claim such relief, then the foreign or Dominion tax ceases to be deductible 
in arriving at the amount assessable, and becomes a set-off against the United Kingdom 
income tax. In certain cases an excess over the oversea tax over the relief allowable here 
may remain to be deducted from the assessable amount. 

The imposition of the Special Contribution based on the statutory investment income 
for 1947-48 may make it expedient to abstain from making the normal claim for relief for 
that year only. The following figures illustrate the point : 


Allowing for Without 
Double Taxation Double Taxation 

: Relief Relief 
Investment Income from a Convention 

Territory .. mee ots one £10,000 

Overseas Tax utes -+» £4,000 Sse es £6,000 
Income Tax and Sur-Tax ... cae 6,580 2,655 
Double Tax Relief... és aoe. 4,000 a 

Net Income Tax and Sur-tax ... £2,580 
Contribution (£10,000) cia af £4,125 (£6,000) 2,125 

Total burden aie £6,705 £4,780 


Under paragraph 12 of the Ninth Schedule, F.A. 1947, a taxpayer is entitled to elect 

not to take credit in respect of any individual source of overseas income. 
Deductions in Computing Aggregate Investment Income 

The general rule is that deductions admissible for sur-tax, 1947-48, may be deducted 
from the gross addition of investment income from the appropriate sources, for Contribution. 
Unless there is a specific provision, therefore, annual charges may be primarily applied in 
reduction of aggregate investment income. There are certain exceptions, however, which 
direct that certain of these must not be allowed, on the grounds that they relate to earned 
income or to income of a specified class only. The sur-tax provisions are relaxed as regards 
expenditure on property maintenance in 1947-48. 
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Deductions not allowable 


(i) Payments allowable as deductions in computing the profits of a trade, profession S.51(4) 
or vocation. This is not sufficient to prevent deduction of annual payments such as patent proviso 
royalties which are paid by a business, because they are added back under Rule 3 (1). 

(ii) Relief for losses under any of the provisions of the Income Tax Acts. S.51(2) 

(iii) Payments made under an arrangement operative on the death or retirement of an S.51(1) 
individual, in connection with a trade, profession or vocation. These are not treated as 
part of aggregate investment income in the hands of the recipient, and, as a corollary, 
may not be treated as paid out of aggregate investment income of the other party to the 
arrangement. 

(iv) The excess of allowances under the I.T.A. 1945, over income of the class against S.51(3) 
which they are primarily allowable. This refers to Section 56 of that Act, which provides 
that allowances which are to be granted by way of discharge or repayment of tax (i.e. not 
made to a trader), available or primarily available against a specified class of income, shall 
be allowed against such income for the year concerned. Any excess may be carried forward 
for deduction from income of that class in succeeding years, or, optionally, allowed against any 
other income for the year for which the allowance is due. It is this option which is not to 
be available for Contribution. The limit of deduction is reached when the income of the 
particular class is reduced to mil. Examples of such allowances are: (a) for industrial 
buildings where the relevant interest is subject to a lease ; (0) for agricultural and forestry 
land and buildings. The sub-Section will not apply to deductions against income from 
patents, as the allowance for income tax is already confined to income of that nature, without 
option of allowance against other income. (I.T.A. 1945, Section 42 (2).) 

Conclusion 

It may be noted that, since periodical payments under Court orders for maintenance 
and affiliation, or under voluntary dispositions, are excluded from computations of total 
income of both parties for Contribution purposes, they are not deductible in arriving at 


aggregate the investment income of the payer. 


Extension of Maintenance Relief 

Where a claim is made for 1947-48 under Rule 8 of No. V of Schedule A, for income S.62(1) 
tax relief in respect of the excess cost of maintenance of property, on a five-year average, 
over the relative authorised deduction for repairs, the total income for sur-tax, and hence 
Contribution, is reduced by the amount of the relief. As a result of representations, this 
relief is to be extended, for Contribution purposes only, by giving the individual the option 
of substituting the excess of actual cost in the year ended March 31, 1948 (or other date in 
1947-48 with the consent of the District Inspector), over the authorised reduction. If the 
cost in that single year is less than the average of five years ending on the usual date in 
1946-47, then the maintenance claim figure will be adopted in the ordinary way. There is 
no need for a maintenance claim to have beep made for 1947-48. If actual costs, appropriate 
to such a claim, exceeded the authorised reduction in 1947-48, the excess may be deducted 
from income from the property which is included in aggregate investment income. 

It appears that the figures on the actual cost basis will require to be agreed with the S.62(2) 
District Inspector, despite the special jurisdiction of the Special Commissioners in this matter. 


Part VI.—Assessment—Accountable Parties—Recovery 
' Assessment 
Contribution is to be charged by assessment on the individual concerned. The Com- S.47(5) 
missioners of Inland Revenue are empowered to make regulations, subject to annulment by S.55(6) 
resolution of either House of Parliament, and these may include matters relating to assessment 
and collection. Regulations made September 7, 1948, are reproduced in the appendix. 
Where the individual has died before the assessment is made, the personal representative S.47(7) 
may be assessed and charged. Contribution is a debt due to the Crown, and assessed and 
charged by the Special Commissioners. S.55(1) 
Separate Assessment on Married Women : 
A husband and wife may be separately assessed if application is made by either party S.58(4) 
not later than October 5, 1948, but the Special Commissioners may allow an extension of $.58(5)(a) 
time, which must expire not later than twenty-eight days after the notice of assessment to 


-Contribution is given to the husband. The Commissioners of Inland Revenue may prescribe 
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S.58(5)(b) 


S.58(7) 


S.58(4) 


S.58(7) 


S.47(5) 
S.58(4) 


$.56(2) (a) 
S.68(1) 


S.68(1) 
S.56(1) 


S.51(4) 


S.56(1) 


the manner and form in which the application is to be made: Separate assessment will be 
automatically made on a husband and wife if they are to be separately assessed to.sur-tax 
for 1947-48, unless notice in writing is given by both parties to the effect that this is not 
to apply to Contribution. The time limits for such a notice are as stated earlier in this para- 
graph. The position is, then, that separate assessment may be required by either party ; 
but if separate assessments are already in force for sur-tax for 1947-48, similar treatment is 
automatic for Contribution, unless both parties declare otherwise. Separate assessments 
do not affect the combined liability. This is to be computed on the basis of the total income 
and aggregate investment income of both, and apportioned by reference to their respective 
aggregate investment incomes. The respective investment incomes of a husband and 
wife indicate the amounts arising in their separate own rights, without reference to the fact 
that, under the Income Tax Acts, all the income of a married woman living with her husband 
is treated as his. 

The position in the event of the marriage occurring in 1947-48, or where there is formal 
separation in that year, raises difficult issues. Following the income tax position, the com- 
putation of Contribution would be made by reference only to the joint incomes for such part 
of the year for which the parties were both married and living together. The wording 
appropriate to cases where separate assessments are to be made refers to assessment of the 
husband and wife “ as if they were not married.’’ This would apparently authorise inclusion 
of the pre-marriage, or post-separation income of the wife. An addition was made to the 
sub-Clause on the Committee Stage of the Bill which deals with cases in which the husband 
and wife were married and living together during part only of 1947-48. This states that the 
aggregate investment income of the wife, for this purpose, is confined to the amount for that 
part of the year, whilst aggregate investment income of the husband refers to his figures for 
the full year. This clearly provides for a correct apportionment of liability computed on the 
ordinary income tax basis, but it seems doubtful whether it is sufficient to ensure that the 
computation is made on that basis, where separate assessments to Contribution apply. 
However, the Solicitor-General referred to this amendment in the following words (House 
of Commons Official Report, June 3, 1948, col. 1471) :— 

“This is designed to make certain that when spouses marry during the year 1947-48, 
the contribution on their aggregated investment income shall only include that part of the 
wife’s income which accrued since marriage.” 


Parties Accountable for Contribution 

The general rule is that Contribution is payable by the individual concerned, or by his 
personal representatives, in the event of his death after April 5, 1948, but before payment 
has been made. Where separate assessments are made, a husband and wife are charged 
separately with their respective shares of the combined liability. In certain circumstances, 
the general rule may be subject to exceptions. On the other hand, part or all of the liability 
may be diverted to a third party, on the initiative of the individual, whilst, on the other 
hand, a third party may become directly accountable to the Revenue by the failure of the 
individual to make payment within a prescribed period. 
Diversion of Liability to Trustees or Beneficiaries 

If the individual gives notice in writing to the Special Commissioners, his liability to 
account directly to the Revenue for Contribution may be reduced where investment income 
of that individual arose under a trust. That expression covers income arising from trust 
property which is treated as the income of the individual by virtue of the Income Tax Acts, 
e.g., income deemed to be that of the settlor under F.A. 1938, Part IV, where the trustees 
are actually directed to accumulate income. “ Trust ’’ does not include a unit trust, within 
F.A. 1946, Part VII. The measure of the reduction represents the proportion of the indi- 
vidual’s liability to Contribution which the amount of income from the trust for 1947-48 
bears to his aggregate investment income, before deducting such charges as are admissible 
for Contribution. This awkward provision is another example of the failure to distinguish 
between the gross addition of investment income, and the net amount remaining chargeable 
to Contribution after deduction of allowable charges, which was apparent throughout the 
Bill. The final words, relating to charges, were added on the Committee Stage, and ensure 
that like is compared with like, i.e. investment income from one source, with gross investment 
income from all sources, instead of with “‘ net” aggregate investment income as would 
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otherwise have been the case. Where the trust income for 1947-48 includes income from a S.56(4)(b) 
second trust, the trustees of the first trust may give notice in writing to the Special Com- 
missioners, before the assessment has become final against those trustees, requiring that 
their accountability be restricted by reference to the income from the first trust only. The 
trustees of the second trust will then become accountable for a proportion of the Contribution. 
This process is not applicable where the second is a foreign trust, i.e. one whose adminis- S.56(9) 
tration is not governed by U.K. law. In computing the proportion of the liability for which 
the second trustees are accountable, the income arising from the second trust is to be such S.56(5) 
a proportion of the income arising from the first trust, as the income received by the first 
trustees from the second trust bears to the total income of the first trust. The income 
received from the first trustees from the second trust is not to include any payments not S.53(1) 
received out of the income of the second trust ; and the total income of the first trust is to 
be computed on lines applicable to an individual for Contribution purposes. Under the S.53(2) 
Bill as drafted the first trustees were required to recover from the second trustees. This is 
now obviated, but it can hardly be said that the draftsmanship has been improved by the 
change. 

A personal representative of a deceased individual may give the motion to the Special S.47(7) 
Commissioners. 

Accountable Trustees or Beneficiaries 

The trustees or beneficiaries from whom the Revenue may recover Contribution, as S.56(3) 
computed in accordance with the preceding paragraph, as as follows :— 

(a) A continuing trust. S.56(3) (a) 

(i) The trustees, or, in the case of a settled land, 
(ii) the tenant for life. 

“‘ Tenant for life’? means any person having the powers thereof under the Settled Land S. 68(1) 
Act, 1925, or, in Northern Ireland, under the Settled Land Acts, 1882 to 1890. ‘‘ Trustee ’’ S.68(1) 
includes a personal representative, and “trust ”’ is to be interpreted accordingly. 


(b) A trust which has ceased. S.56(3) (0) 
The person who was entitled at law to the trust property, on the trust coming to an 
end, is accountable. If more than one person became entitled, they are accountable in 
proportion to the value of their interests in the trust property. This rule is subject to an S.56(3)(d) 
exception where the person entitled to the trust property on the cessation of the trust is a proviso 
mortgagee, or a person in Scotland entitled by virtue of the exercise of the power of sale 
contained in a bond and disposition in security. In these cases, persons who, but for the 
intervention of the mortgage, charge or power of sale, would have been entitled, are 
accountable for the Contribution, i.e. persons enjoying the equity of redemption. 
To make it clear at what point a trust may be regarded as having come to an end, words 
were added to the Bill, which indicate that this occurs when any person has become entitled 
to capital, and the trust property has in consequence become vested in him or his assignee. 
If part only of the trust property has become vested in these circumstances, a proportionate 
part of the Contribution is payable by the trustee or tenant for life, under (a) above, and the 
remainder from the beneficiary, under (b) above. 


Time for Giving Notice by Beneficiary 
It may be noted that no time limit is specified within which the individual must give S.56 
notice to the Special Commissioners, if he desires direct accountability to the Revenue of 
the trustee, tenant for life, or beneficiary entitled to capital. In so far as other provisions S.56(2)(b) 
apply if the Contribution is unpaid by the individual within twenty-eight days after it became 
due (see below), it appears that notice would have to be given before that time had expired. 


Parties .Accountable on Non-Payment 
Trusts f 
The preceding paragraphs have been concerned with the diversion of liability to Con- 

tribution by an individual, or his personal representative, as a result of making the specified 
application. The same result may be arrived at without giving notice, if the individual, or 

his personal representative, has not paid the Contribution in full within twenty-eight days S.56(2)(6) 
after it became due. After that date, the Revenue may look directly for payment to the 
trustees, tenant for life, or person entitled to capital on cessation of a trust, for the pro- S.56(3) 
portion of Contribution referable to investment income from the trust. That proportion is S.56(1) 
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S.56(4) 


S.56(1), (2) 
S.56(2), 
proviso 
S.56(2) 
S.56(3) 


S.56(2), 
proviso (b) 


S.58(1) 


S.58(7) 


S.58(2) 
S.58(3) 


S.59 


S.59(3) 


computed by reference to that income and to the individual’s aggregate investment income; 
before deducting allowable charges. Apportionment of the amount so payable may be made 
where more than one trust is involved, the trustees of the second trust being directly account- 
able for a due proportion, to the exoneration of the first trustees. The latter must give notice 
to the Special Commissioners if they desire such an apportionment. (See p. 15.) 

On the Committee Stage of the Bill, the point was made that the individual might have 
paid part of the amount due before the expiration of the time limit. If amy part is then 
unpaid, the Revenue’s rights of recovery apply, but, by the terms of the sub-Sections, those 
rights still apply to the full proportion, by reference to income from the trust and gross 
investment income from all sources. It was conceded that, in these circumstances, the 
duty should be laid on the Special Commissioners of repaying to the individual, or his personal 
representative, the excess, if any, of the amount recoverable over the amount unpaid by the 
individual. It appears that the repayment under this proviso may be made in advance of 
actual payment of the proportion by the trust. The duty of the Special Commissioners to 
reduce the individual’s liability by the appropriate proportion is mandatory so soon as the 
period of twenty-eight days after due date have elapsed, and cannot be deferred pending 
payment by the trustee or other party connected with the trust. 

The individual or his personal representative may give notice in writing to the effect 
that repayment under the proviso is not desired. In such a case, the amount which could 
have been repaid is to be credited as a payment on behalf of the trustees or other accountable 
parties. If there is more than one class of accountable parties, the individual, or his personal 
representative, may give directions in his notice as to the manner in which the credit is to be 
shared, 


Husband and Wife 

The Special Commissioners may by notice in writing require a married woman to pay 
Contribution which remains unpaid by her husband at the end of twenty-eight days after 
it became due. The following conditions precedent must be satisfied :— 

(a) The husband and wife must have been living together during some part of 1947-48. 

(b) The husband’s liability must be wholly or partly atrributable to his wife’s investment ° 

income. 

The amount recoverable from the wife is to be computed by reference to the respective 
aggregate investment incomes of both parties. This implies separate computations of invest- 
ment income and charges notwithstanding that the income of the wife during the time they 
are living together is deemed to belong to her husband for income tax purposes. Where 
that time covers part only of 1947-48, the proportion for which the wife is accountable is 
found by comparing her aggregate investment income during that time, with the husband’s 
aggregate investment income for the full year. 

Where a notice is given by the Special Commissioners, calling for payment by the wife, 
this shall be treated as Contribution payable by virtue of an assessment upon her, due on the 
day following that on which the notice is given. If the wife has died after April 5, 1948, 
but before a notice has been given to her by the Special Commissioners, such a notice may 
be given to her personal representative, who is accountable accordingly. 


Undistributed Income of Company 

Where the income of a company is apportioned amongst the members for sur-tax, by 
virtue of a direction by the Special Commissioners under F.A. 1922, Section 21, the 
appropriate part will be included in an individual member’s aggregate investment income 
for Contribution. The Special Commissioners may in such a case, require the company to 
pay a proportion of the individual’s Contribution, if any part remains unpaid at the end of 
twenty-eight days after due date. The proportion is to be computed by reference to the 
apportioned income and the individual’s aggregate investment income, before deduction of 
allowable charges. A notice to the company must be in writing, and the Contribution 
payable by the company is due on the following day. The general provisions relating to 
Contribution apply to sums charged on a company as they do to an individual, e.g. rights 
ot appeal. 


Recoveries 


Right of Recovery 
We have now noted the provisions which apply when an individual diverts liability 
arising from trust income, or by means of separate assessments on husband and wife ; and 
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when the individual has not paid the Contribution in full within twenty-eight days after due 
date. Other provisions deal with the case in which payment of the amount charged has S.56(1) 
been made in full by the individual (or his personal representative). If the aggregate invest- 
ment income included income from a trust, the amount recoverable from the trustees, tenant S.56(3) 
for life, or person entitled to capital, is the proportion of the Contribution which the invest- 
ment income from the trust bears to aggregate investment income (before deducting allowable 
charges). It is not necessary (as originally ‘provided in the Bill) for the assessment to have 
become final as against all parties. If contribution has been paid in full, the rights of recovery 
may be invoked immediately. 

Where the income of the trust includes income received from a second trust, (not bei 
a foreign trust), the trustees under the first trust may give notice in writing to the individual S.56(4)(a) 
(or his personal representative), requiring him to recover from the second trust, as if income 
had been received directly therefrom. The measure of that income is such a proportion of the 
individual’s income from the first trust, as the income received by the first trustees from the 
second trust bears to the total income of the first trust. Thus, if one-fourth of the income of 
a trust is received from a second trust, then one-fourth of the individual’s income from the 
first trust is deemed, for recovery purposes, to have been directly received from the second S.56(5) 
trust. 


Time Limit for Recovery 

In the words of the Solicitor-General (House of Commons Official Report, June 3, 1948, 
col. 1461): ‘‘ It was thought .desirable that there should be some term put upon the right 
of a contributor to effect recovery from a trust from which he draws income.”’ The individual 
(or his personal representative) will not be entitled to recover Contribution from trustees, 
tenant for life, or persons entitled to the trust property, unless he gives notice in writing to S.56(3) 
such of those persons who are affected of his intention to exercise his right. Such a notice 
must be given not later than six months after the date of payment of the Contribution by S.56(6) 
the individual, or personal representative. When trustees have recorded a notice and desire 
that part of the Contribution be recoverable directly from a second trust, they must, within S.56(4) 
a month, give notice in writing to the trustees or tenant for life of the second trust of the fact 
that they have received such a notice. 
Property held under Different Trusts 

If any property or fund is held partly under one trust and partly under others, the S.56(8) 
provisions relating to recovery apply separately to each part. 
Limitation of Liability of Trustee 

A clause was introduced on the Report Stage in order to deal with the question of a S.63 
trustee’s personal liability for Contribution, where trust funds are insufficient to meet a call 
for direct payment to the Revenue, or reimbursement to the individual contributor. “‘ Trustees 
who are made liable to pay a proportion of the Contribution when the contributor has recourse 
to them, require protection in the event of their not being able to reimburse themselves out 
of the estate which is under their control, provided always that their failure so to do is not 
attributable to their own neglect or default.” (Solicitor-General, House of Commons Official 
Report, June 21, 1948, col. 966). The protection is to be given by way of a direction by the S.63(1) 
Special Commissioners for such limitation or release of liability as appears just and equitable. 
This applies to a trustee or tenant for life. (Liability of a tenant for life is restricted to S.56(3) 
settlements within the Settled Land Act, 1925, or similar enactments applicable to Northern 
Ireland.) Both must show that his rights of indemnification out of the trust estate are 
insufficient to reimburse him, and that this is not due to his own negligence or default. The 
protection is also not available to a trustee to the extent that liability to Contribution could S.56(4) 
have been passed to a second trust on giving the requisite notice in writing. If these con- 
ditions precedent are satisfied, the duty of the Special Commissioners to act is mandatory, 
and not discretionary, but the precise form in which the directions for protection are to be 
made has been left open, on grounds of flexibility of application. 

The words just quoted mean only the liability of a trustee on a claim for recovery by a 
Contributor, but there appears to be no distinction in this matter between such a case, and 
one in which the claim for Contribution is made directly by the Revenue. In the former 
case, a Contributor who has paid the amount charged on him may be prevented from recovery 
from the trustee or tenant for life when the Special Commissioners give directions for their 
protection. If that individual establishes the facts, the Special Commissioners must repay S.63(2) 
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S.56(2)(b) 


S.56(4) 


S.56(7) 
S.56(7)(a) 
S.£6(1) 
S.56(2) 


S.56(7)(b) 


S.56(7)(d) 


S.56(7)(b) 
S.56(7) (c) 


S.56(9) 


the amount in question, so that the loss arisiug from the giving of directions will fall in all 
cases on the Revenue. 


General Foreign Trusts 


On publication of the Bill there was considerable discussion of the position of foreign 
trusts in relation to Contribution, particularly as to the prospect of recovery from trustees 
in such cases. As the original Clause stood, it would seem that where part of an individual’s 
aggregate investment income arose from a foreign trust, he could have avoided liability on 
that proportion by giving notice to the Special Commissioners for direct application to the 
trustees, or merely by not paying the Contribution within twenty-eight days of its due date. 
The power of the Revenue to recover directly from the trustees would presumably have been 
unavailing. It may have been, however, that the individual had already paid the Con- 
tribution charged upon him, or, on the other hand, the trust may have been one only in a 
chain or two or more trusts of which not all were foreign. As originally drafted, a trustee 
had no power to call for direct recovery from a second trust, when income from the latter was 
received by the first trust. It has been noted that this position was remedied in the Act. 
The position of a trustee of a United Kingdom trust would, therefore, have been unfortunate 
in that accountability to the individual or directly to the Revenue was balanced only by an 
ineffective claim against the foreign trust. 

Exclusion of Foreign Trusts 

The intention of the additional sub-section is to exclude foreign trusts and to provide 
for repayment to any affected party of Contribution which has been paid on income originating 
from a foreign trust. The provisions are summarised as follows :— 

Direct rights of recovery 

(a) The general right of recovery, given to an individual who has paid Contribution, 
from the trustee (or other relevant party), is not to apply to a foreign trust. 

(6) The corresponding right given to the Revenue, on non-payment of Contribution by 
the individual, is also not to apply to foreign trusts. 

Intervening U.K. Trust 

(i) When the individual has paid the Contribution and has exercised, or given notice 
of his intention to exercise, a right of recovery from a U.K. trust, the Special Commissioners 
must make repayment to the trustee, or to the individual (if the recovery has not actually 
been obtained), if it is established that income of that trust was received from a foreign 
trust. The repayment will be restricted to the amount of Contribution attributable to the 
income from the foreign trust, which will be such a proportion of the amount of the recovery 
as the income from the foreign trust bears to the total income of the intervening U.K. trust. 
If the right of recovery has not been exercised, it shall be nullified to the extent of that 
proportion of the Contribution. 

(ii) The corresponding right of recovery by the Revenue against a U.K. trust is nullified 
to the extent that it is established that income received by the trustees arose from a foreign 
trust. The proportion mentioned in (i) above is applicable. 


Notes 

(1) The provisions relating to foreign trusts do not affect the computations of total income, 
aggregate investment income or of the consequent assessment. In this regard, the general 
provisions relating to trust income will apply. 

(2) Although the Revenue’s rights of recovery from a foreign trust (in so far as they ever, in 
fact, existed) are nullified, the rest of that sub-Section is not overruled, so that an individual receiv- 
ing investment income directly from a foreign trust may apparently avoid payment of the 
appropriate part of his liability. 

(3) What is the position of an individual who has paid his Contribution in full, and whose 
aggregate investment income included income recorded directly from a foreign trust? It would 
seem that the only interpretation which could allow of the expressed intention to make repayment, 
must rest on Section 56 (2) as applied to foreign trusts by Section 56 (7) (a). If the former is read 
without the closing words relating to the recovery as a debt due to the Crown, it would authorise 
reduction of the individual’s liability, although, in its relation to Section 56 (1) its normal operation 
is confined to cases in which no payment has been made by the individual. Finally, parallel 
provisions were inserted, giving the Commissioners of Inland Revenue power to make regulations 
as to repayment of contribution. (See para. 25 of Regulations reproduced in the Appendix.) 
Meaning of “ foreign trust”’ 

It would be unprofitable to attempt any discussion of the legal issues involved. For 
Contribution, the expression means a trust the administration of which is governed by the 
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law of any place outside the U.K. The reference to administration would appear to emphasise 
the law of the territory in which proceedings to establish claims under the trust would be 
made, as compared with what is known as the “ proper law,”’ i.e. that under which the 
trust was originally created. The Solicitor-General pointed out that “ once a trust is a British 
trust it remains a British trust.” It trustees ot a British trust are foreigners resident abroad, 
‘ under Order 11 of the rules of the Supreme Court they can be made parties to administrative 
proceedings in this country, and if some were here and some abroad, particular trustees 
refusing to co-operate in carrying out their duties could have the appropriate proceedings 
brought against them under the Act of 1925 to replace them.’’ (House of Commons Official 
Report, June 3, 1948, col. 1463.) 


Part VII.—Means of Payment and Ultimate Incidence in Relation 
to Trusts 
Means of Payment : 


Although varying definitions were advanced during the passage of the Bill through 
Parliament, it would seem that the Contribution may be described as a levy on capital held 
in such a form as to produce, in 1947-48, investment income, as defined in the Act; and 
measurable by reference to that income. There may well be cases in which such capital is 
at least intangible. On this principle, it was admitted that, whilst the smaller amounts 
might be paid by individual contributors from income, payment out of capital would clearly 
be necessary in the larger cases. Where the titles to income and to capital are held by different 
individuals, the question of personal convenience is irrelevant, and a person connected with 
a trust, who is called upon to reimburse an individual contributor, or to make payment 
directly to the Revenue, must pay from capital. 

To meet this position the Act provides that a trustee or tenant for life may utilise his $.57(1) 
powers to apply, or direct the application of, capital money. The words in parenthesis were 
necessary because, “ technically, a tenant for life under the Settled Land Act is not himself 
in a position to apply capital. All he can do is to direct the trustees to apply capital.”’ (Per 
Solicitor-General, House of Commons Official Report, June 3, 1948, col. 1468.) Such powers 
may include, but are not confined to, those arising under the Settled Land Act, 1925 (or the S.£7(5) 
Settled Land Acts, 1882 to 1890, in the case of Northern Ireland), or the 1925 Act as applied 
by the Law of Property Act, 1925, Section 28 (not applicable to Northern Ireland). In 
addition to the application of capital money, powers to raise money by mortgage may be 
exercised. These powers extend .to payment of Contribution and interest, payments in 
advance, and discharge of liability to an individual who has exercised his right of recovery 
against the trust. In applying these provisions to Scottish law, the wording is amended to S.57(4) 
cover a trustee, life renter, or heir of entail in possession, with power to expend capital money 
and to sell, or borrow on the security of heritable or moveable estate. 

It is unlikely that these powers will enable all problems concerning payment to be 
solved. The whole of the trust property may, for example, be already fully mortgaged ; 
or may be in a form lending itself neither to borrowing nor to realisation (e.g. shares in a 
private company). 

No sympathy was extended to a person who had purchased a reversionary interest in 
trust property, which when it falls in may be reduced by the payment of Contribution, 
notwithstanding the admission of the principle in relation to increases in the rate of estate 
duty laid down in F. (No. 2) A., 1940, Section 17. Similarly a person who has lent money 
on a reversionary interest may find that the value of his immediate security had been 
diminished. 

Ultimate Incidence 


As in the case of estate duty, it is necessary to draw a clear distinction between account- 
ability and ultimate incidence. It has been noted that a trustee or other person connected 
with a trust may be called upon to pay to the Revenue a proportion of the Contribution 
7 assessed on an individual], or to reimburse him to the same extent. The method of providing 
' 4 means of payment has been stated above, but there remains the question of the manner in 
which the beneficiaries of the trust are ultimately to bear the burden. It is provided that S.57(2) 
the law relating to the ultimate incidence of estate duty shall apply as between persons 
interested in capital or income under a trust. That law will apply equally whether the 
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S.57(2) 


payment made out of trust funds was made directly to the Revenue or in reimbursement 
of the individual in respect of Contribution charged on his investment income from the trust. 
Further, the context in which the law relating to estate duty is to be applied is that which 
would arise on the cesser of a life interest in the trust property, occurring at the end of 
1947-48, the amount paid as Contribution being deemed for this purpose to have been estate 
duty. It is also to be assumed that the estate duty was chargeable “‘ as on property not 
passing to the executor as such.” 

It is not practicable within the scope of this commentary to deal in detail with the full 
significance of these expressions. In many cases trustees will require legal guidance regarding 
the proper treatment of amounts paid as Contribution. Application to the Courts will 
doubtless be necessary in some instances. Practising accountants may, however, desire 
some guidance on the principles involved. It will be remembered that estate duty chargeable 
on a death may in certain respects be treated as a testamentary expense. This applies to 
the deceased’s free personal estate in Great Britain, inclusive of reversionary interests and 
leaseholds, subject to certain minor exceptions. It follows that such duty is payable during 
the administration of the estate in the same order as other testamentary expenses, and that 
the Administration of Estates Act, 1925, Sections 34 and 35, will apply. If the estate is 
solvent, the result is that directions in the will as to incidence are to take precedence over the 
provisions laid down in Part II of the First Schedule to that Act. Property of this nature 
passes to the executor as such. 

Property other than the deceased’s free personal estate does mot, on the other hand, 
pass to the executor as such. In these cases, the duty attributable thereto is not a testa- 
mentary expense, but is a first charge on the property, subject to exception in certain 
circumstances as against a purchaser. An example is property in which there was an interest 
which ceased on the death of the deceased, to the extent that a benefit accrues or arises by 
the cesser of that interest. (F.A., 1894, Section 2 (1) (d).) It is an interest of this nature which 
is to govern the incidence of Contribution. For estate duty, the provisions of Section 14 
of the 1894 Act apply. Sub-Section 14 (1) is in the following terms :— 

“In the case of property which does not pass to the executor as such, an amount equal 
to the proper rateable part of the estate duty may be recovered by the person, who being 
authorised or required to pay the estate duty in respect of any property has paid such duty, 
from the person entitled to any sum charged on such property (whetber as capital or as 
annuity or otherwise), under a disposition not containing any express provision to the contrary.” 

In relation to the cesser of a life interest this implies apportionment of the duty according 
to the value of the respective interests of persons affected by that event. Thus in Betts 
Brown’s Trustees v. Whately Smith (1941) S.C. 69 (a case quoted by the Solicitor-General on 
the Committee Stage of the Bill), a beneficiary entitled to five-elevenths of the income of a 
fund had died, and a corresponding proportion of the capital therein attracted duty as property 
passing on her death. It was held that the loss of income, consequent upon the payment of 
the duty out of capital, must be borne, not by the remaining beneficiaries rateably, but only 
by the particular beneficiaries taking under the deceased. This may be generally expressed 
by stating that a beneficiary whose interest has not been affected by the cesser should not 
bear any part of the duty. If the whole property passes on the death of a life tenant, and 
thereupon a fixed sum, whether by appointment or specific direction in the settlement, is 
to be dealt with separately from the residue, it seems that apportionment of the duty is 
required, instead of allowing the burden to fall only on residue. 


Annuities 

Annuities may affect the apportionment of estate duty on the cesser of another life 
interest in the property. Thus, following the principle stated above, estate duty paid on the 
death of a life tenant was to be borne wholly by beneficiaries other than an annuitant whose 
interest subsisted before and after that event. The duty had been computed on the full 
value of the property, less the “ slice’ required to produce that annuity. (Re Tattersall’s 
Settlement: Public Trustee v. Tattersall (1918) 2 Ch. 243.) On the other hand, duty was 
to be borne by residue generally on the death of one annuitant, at which point a second 
annuitant became entitled to the same annual payment from the property. (Re Palmer, 
Palmer v. Palmer (1916) 2 Ch. 391.) The duty had been computed on the “ slice ” of the 
capital required to pay the annuity from the income thereof. 

There may be circumstances, however, when an annuitant may be called upon to bear 
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a proportion of‘duty. According to Re Parker-Jervis, Salt v. Locker (1898) 2 Ch. 643, the 
duty must be paid from capital, but the amount available for payment of the duty should be 
treated as reduced by a proportion thereof, to be measured according to the “ slice”’ of 
the property required to produce the annuity. For example, if the annuity accounted for 
half of the income, duty on one half of the capital is to be apportioned to the annuity fund, 
and the annuitant would bear interest only against his annuity, calculated at a notional 
mortgage rate on that proportion of the capital. 

Application to Contribution 

The estate duty provisions may in general be interpreted as requiring payment out of 
capital, and apportionment between interests concerned with a view to restricting the income 
of those whose incomes have given rise to the payment of Contribution out of the trust 
property. This will avoid certain of the inequalities of incidence as between one beneficiary 
and another, although it will make for considerable complications in trust accounts. Since 
Contribution is chargeable by reference to total income and to aggregate investment income 
of the individual, it follows that amounts payable by trustees need have no relation to their 
relative income from the trust, and it would have been inequitable to restrict the future 
income of all life tenants equally. What is apparently required is division of the capital 
into the beneficiaries’ respective shares, against which payments of Contribution appropriate 
thereto are chargeable, future income being allocated by reference to the net balances remain- 
ing. If moneys are specifically borrowed, the income of the beneficiaries could be reduced 
by their respective shares of the interest payable. If the income of the individual from the 
trust arose from a discretionary power, the Contribution paid by the trustee will be charged 
to the capital of the trust. 

There is a proviso which makes special provisions in the case of annuities. As between S.57(2) 
an annuity and other interests, the Contribution must be borne by such other interests, proviso 
to the exoneration of the annuity, unless the payment of Contribution arose from income 
from an annuity. Where part of the capital is appropriated to provide an annuity, the 
Contribution must, therefore, be borne out of the residue of the capital, unless the annuitant’s 
income has given rise to the payment, when the capital generally would bear the liability. 

The rule in Re Parker- Jervis (see above) would apply. 

Words were added to the Bill of a technical character. The notional cesser of a life $.57(2) 
interest is not to be treated as subject to any actual interest in the trust; and a share of 
income is to be treated as arising from a corresponding share of the property. . S.57(3) 

Finally, it should be noted that the notional cesser of a life interest which is deemed to S.57(2) 
have occurred at the end of 1947-48 is superimposed on the terms of the trust, and questions 
of incidence, considered generally above, will require interpretation in the light of the relevant 


documents. 
Estate Duty on Death of Individual after April 5, 1948 

The effect of liability for Contribution on the estate duty position of the contributor 
may require consideration. If death occurs before the end of 1947-48, there is no liability S.47(4) 
to Contribution. Where death occurs after the due date of Contribution, i.e. January 1, 
1949, or the day after the assessment is signed and allowed, the liability would clearly be an 
admissible deduction for estate duty purposes. It is in relation to a death occurring in the 
intervening period that doubt arose on the wording of the Bill. Although Contribution is 
assessable by reference to aggregate investment income arising in 1947-48, it does not strictly 
become a liability until the specified date. Further difficulty could have been anticipated S.47(d) 
where payment in advance had been made before the date of death. A statement was, 
however, made by the Solicitor-General on June 3, 1948 (House of Commons Official Report, 
col. 1328), that the liability for Contribution outstanding at the date of death will be deducted 
in computing the estate on which duty is payable. Estate duty will be borne on the value 
as reduced by Contribution. It should be added that the provisions of F.A., 1894, Section 7 
(1) (0) appear to cover the question of right of recovery of Contribution from other persons 
without the necessity for special legislation. No deduction is allowable for estate duty 
“ for any debt in respect whereof there is a right to reimbursement from any other estate or 
person, unless such reimbursement cannot be obtained.” 


Treatment of Interest in Trust Accounts 
Having regard to the application of estate duty principles, it would seem appropriate S.57(2) 
that the treatment of interest on unpaid Contribution should follow that of interest on estate 
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duty, i.e., as a charge on income. (Where equitable apportionments are made under the rule 
in Allhusen v. Whittell (1867) L.R. 4 Eq. 295, and in Re McEuen, McEuen v. Phelps, (1913) 
2 Ch. 704, the duty and interest may be treated as one sum). The position as to payment 
in advance is far from clear. On general grounds it may be argued that the interest should be 
credited to income in substitution for other income which might have been expected to accrue 
from funds used to pay Contribution. In fact, however, such funds may not have attracted 
interest, whilst there is the legal issue that the payment of Contribution, be it as assessed 
or as diminished on advance payment, is a deduction from capital. This might be supported 
by the fact that the amount of 2 per cent. per annum from date of payment to January 1, 
1949, is to be treated as a discount, and not as the receipt of income, and that no income tax 
is chargeable thereon. It would at least appear unwise to credit income on any prepayment 
of Contribution until some authoritative ruling is made. 


Part VIII.—Administration, Collection and Appeals 
Administration © 

(a) Contribution is to be assessed and charged by the Special Commissioners. Estimated 
assessments may be made in the absence of full information. Additional assessments are 
authorised. 

(6) The Special Commissioners may make regulations, subject to annulment by resolution 
of either House of Parliament, as to assessment and collection, and repayments of Contribu- 
tion and interest, and may apply appropriate provisions of the Income Tax Acts. Regulations 
dated September 7, 1948, are reproduced in the Appendix. 

(c) The Special Commissioners may make an assessment on the basis of income tax 
returns, or returns of total income for sur-tax, if the information contained therein is sufficient. 
In other cases, power is given to call for particulars from any person who may be chargeable. 
This would include a trustee. Not less than twenty-eight days must be allowed for compliance. 
Information required in connection with rights of recovery may be called for, in addition to 
that required for assessment. 

(d) Obligations as to secrecy, as applicable to income tax, extend to all persons concerned 
with assessment or collection of Contribution. 

(e) Notices may be served by post. 

Penalties : 

If a person is required, under (c) above, to furnish particulars and does not, without 
reasonable excuse, comply within the time stated, he is liable to a penalty not exceeding 
£50, and, after judgment therefor, to a further penalty of the same amount for each day 
during which the failure continues. Penalties may be mitigated, as in relation to income tax. 

Collection 
Due date 

Contribution is payable on or before January 1, 1949 ; or, if the assessment is signed and 
allowed after that date, on the day following that event. 
Payment in advance 

Payment in advance may be made to the Accountant-General on account of liability. 
This extends not only to the individual to be assessed, but to any person who is liable to pay 
or bear any part of the Contribution. In theory-this would cover advance payment from 
trust funds, in anticipation of direct accountability to the Revenue. In law, however, the 
trustees may not know whether such accountability will arise, as it depends upon either a 
notice to the Special Commissioners by the individual, or non-payment within twenty-eight 
days. The latter could not be earlier than January 29, 1949. There is nothing, however, to 
prevent the giving of notice by the individual in advance of assessment, and immediate 
intimation thereof to the trustees. It would seem that the trustees would be in order in 
realising capital for advance payments only if this formal procedure had been followed. 


Interest 


Payments in advance : 

Payments on account which are made before January 1, 1949, may be accepted in 
discharge of Contribution at the amount thereof, plus 2 per cent. per annum from date of 
payment to that date. Thus, a payment of £2,000 on October 1, 1948, would be equivalent 
to a payment of {2,010 made on January 1, 1949. Although referred to as “ interest,” the 
Chancellor stated in the House of Commons that it will be regarded as a discount and will 
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not be assessable to income tax. (House of Commons Official Report, June 3, 1948, col. 1450.) 
Payments in arrear : 

Interest at 2 per cent. per annum without deduction of income tax, is payable on Con- S.54(3) 
tribution unpaid on January 1, 1949, until date of payment. It is particularly to be noted 
that interest runs from that date, notwithstanding the fact that the actual due date may be S.47(6) 
thereafter, if the assessment had not then been signed and allowed. Interest is to be treated 
as part of the Contribution for the purposes of recovery by the Revenue. This provision was S.54(4) 
severely criticised in the House of Commons, on the grounds that the figures may not be 
ascertainable without delay. In particular, it may not be established for some years whether, 
in the case of underwriting at Lloyds, the individual’s total income exceeded {£2,000 for 
Contribution purposes. The Chancellor promised to consider such cases. (House of Commons 
Official Report, June 3, 1948, col. 1448.) ‘ 


Error or Mistake 


Relief may be claimed not later than April 5, 1954, if it is shown to the satisfaction of the S.65(1) 
Special Commissioners. that the assessment to Contribution was excessive, by reason of an 
error or mistake in a return or statement made for Contribution, or that, after the assessment 
became final, adjustments were made to the underlying income tax figures. This would 
cover an error or mistake claimed for income tax, where the income tax figures had been used 
without a special return for Contribution. Relief may be given by discharge or reduction of S.65(2) 
the assessment, or repayment to the person who made the payment, or from whom recovery 
was made. 

If interest had been charged on the payment of Contribution, it shall be repaid together S.65(3) 
with the Contribution overpaid. 

Where payment had been made in advance, repayment is to be restricted so as to allow S.65(4) 
interest or discount only by reference to the revised liability. > 


Appeals 
General 


It had apparently been the intention to deal with matters of detail concerning appeals 
by way of regulations. Extensive amendments to the Bill were, however, introduced on the 
Committee Stage with a view to embodying part of these in the words of the Statute. The S.60(12) 
Commissioners of Inland Revenue are still empowered to make regulations, subject to annul- 
ment by resolution of either House of Parliament. These may deal with appeals generally 
and their hearing, and may be based upon corresponding income tax legislation, with 
particular reference to collection of Contribution not in dispute. The Section contains 
no provision for time limits within which notices of appeal must be given. These matters are 
covered by Regulations reproduced in the Appendix, particularly paras. 11 and 23. 


Appeals against assessments 

An individual may appeal to the Special Commissioners against an assessment (including S.60(1) 
an additional assessment) to Contribution which has been made upon him. If separate S.68(1) 
assessments are made on a husband and wife who were living together at some time in 1947-48, 
either party will be able to appeal against his or her assessment without reference to the 
other. It should be noted that the individual assessed (or his personal representative) is 
alone competent to give notice of appeal against the assessment. The rights of appeal which 
may be exercised by a person against whom the contributor or the Revenue may recover 
Contribution, do not include the right to challenge the assessment. That would have involved 
questions of total income and of investment income from other sources, to which such parties 
would normally have no access. 
Appeals in respect of Trust Income 

A person from whom Contribution may be recoverable is described as an indirect con- S.60(2) 
tributor. Such a person may be a trustee (except a trustee of a foreign trust), or, in certain 
circumstances, a tenant for life or beneficiary. A trustee of a second trust, from which income S.56(3) 
is received by the first trustee, is also included. The rights of an indirect contributor are as S.56(4) 
follows :— 

(a) To require the Special Commissioners to give him notice of the amount of income from S.60(2) (a) 
the trust which is included in the assessment on the individual, and the amount of Contribution 
attributable thereto. If the indirect contributor is known to the Special Commissioriers 
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S.60(2)(c) 


S.60(2) (a) 


S.60(2)(e) 


S.60(2) 
S.60(2) (i) 
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S.60(2) (iii) 


S.60(4) 


S.61(1) 
S.62(1) 


S.63(1) 
S.64(1) 


S.65(1) 
Tenth Sch. 


S.60(5) 


S.60(6) 


they must in any event give such notice to him and they must give a like notice to the 
individual. - 

(6) To appeal against the notice (not the assessment) on the grounds that the income 
from the trust is incorrect. The individual may also appeal against the notice to the indirect 
contributor (in addition to his rights of appeal against the assessment). The Special Com- 
missioners may alter the assessment as a result of the determination of an appeal against a 
notice concerning trust income. : 

(c) To appear and be heard by the Special Commissioners, or to make representations 
to them in writing, on any appeal by the individual against the assessment, at which the 
income from a trust is in question. As noted above, the indirect contributor has no right 
of appeal against the assessment itself. The individual assessed has a corresponding right 
to appear and be heard, when an appeal has been made by indirect contributor (7.e., against 
the notice concerning income from the trust). 

(d) To require the Special Commissioners to give him notice of any variation of the amount 
of income from the trust and Contribution attributable thereto, when an assessment has 
been amended. An obligation to give such notice rests on the Special Commissioners if the 
indirect contributor is known to them. 

Where the indirect contributor is a trustee or tenant for life of a second trust, the notice 
to be given by the Special Commissioners must specify the income from the trust which is 
included in the assessment, the contribution attributable thereto and the total income of the 
first trustees. In order to avoid confusion in interpreting Section 60 (2), where two trusts 
are involved, it is laid down that the references to income from a trust which is included in 
an assessment, and Contribution attributable thereto, indicate the first trust. On an appeal 
by an indirect contributor connected with the second trust, the trustee of the first trust may 
appear and be heard. 

Appeal by a wife 

If separate assessments are made, a married woman, living with her husband at some 
time during 1947-48, may appeal against her assessment in the ordinary way. Liability 
may arise, however, on notice by the Special Commissioners, calling upon her to pay Con- 
tribution attributable to her personal investment income, when her husband, on whom 
assessment has been made, has not discharged the liability within twenty-eight days of due 
date. A wife may give notice of appeal against any such notice on the ground that her 
investment income is wrongly stated. Her husband is entitled to appear and be heard by the 
Special Commussioners on any such appeal, and the assessment upon him may be amended 
as a result of any determination thereof. 


Appeals against determination of the Special Commissioners 

In addition to general rights of appeal against assessments or arising from trust income 
included therein, appeal may be made against the determination of the Special Commissioners 
of an application under a specific provision in the Act. These are as follows :— 


(i) Application for relief where more than a full year’s taxed income is included in investment 
income of 1947-48. 

(ii) Application for deduction, in computing total income and aggregate investment 
income, of actual cost in 1947-48 of maintenance expenditure on property, in lieu of 
authorised reduction for Schedule A or amount of relief for that year under the normal 
five-year average. 

(iii) Application for relief from personal liability where trust funds are insufficient to provide 
for reimbursement of Contribution recoverable from a trustee. 

(iv) Application for reduction of aggregate investment income by reference to income from 
capital in a deceased estate which will be required for payment of death duties. 

(v) Application for relief in respect of error or mistake. 

(vi) Application for reduction of aggregate investment income by reference to dividends 
from a private company received by a working director. 

(vii) Application for repayment of Contribution attributable to income received by a British 
trust from a foreign trust. 


Procedure on Appeals : 

The Special Commissioners may summon witnesses and examine them on oath. The 
provisions relating to Contribution illustrate the dual functions performed by that body, 
1.¢., administrative, and judicial, since the matters stated above, on which appeal may be 
made to the Special Commissioners, arise from decisions taken by them in their administrative 
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capacity. It is understood that individual Commissioners do not hear appeals against matters 
with which they have already been concerned. A review of the practice was given in the 
Court of Appeal in the case of Hood-Barrs v. C.I.R. (27 T.C. 385). 


Statement of Case : 

The provisions of I.T.A., 1918, Section 149, apply to Contribution in the matter of S.60(7) 
statement of a case for the opinion of the Court on a point of law arising from an appeal to 
the Special Commissioners. Difficulty may arise in practice out of the discretionary power 
reserved to the Special Commissioners (e.g., in relation to limitation of a trustee’s personal S.63 
liability) and the capacity of the Court to review any exercise thereof. The issues involved 
were considered in the case of London & National Property Co., Ltd. v. C.I.R. [(1947) T.R. 425). 


Determination of Assessments 

(a) An income tax assessment for 1947-48, relating only to investment income, shall be S.60(8) 
conclusive for Contribution as to the amount included therefrom. 

(b) An assessment to contribution which has become final against the individual is final S.60(9) 
and conclusive against any other person, except that, in the case of an indirect contributor, 
this will not apply until the time, within which he may appeal against a notice, has expired. 5.60(2) 

(c) A notice given to an indirect contributor concerning a right of recovery is conclusive 5.60(10) 
for the purpose of exercising that right when it has become final, i.e., on expiration of the 
time within which any appeal could have been made against the notice. 


Part IX.--General Illustration 


Total Income for Total Income Aggregate 
Sur-tax, 1947-48 for Contribution I bir acs ncome 
Profits of Trade ‘ies ous sles ‘ 1,860 ‘ 1.860 Nil 
Director’s Fees ai we oe 500 500 Nil 
Ownership of Business Premises ... 100 100 Nil 
Ownership of Other Property ods 300 300 300 
Less Maintenance Relief... ie 100 (a) 200 200 
— 200 — 100 — 100 
Occupation of Land... = vind 50 50 Nil 
Taxed Dividends... vhs ine 4,500 (b) 4,000 4,000 
Annuity from Trust A jal et 1,000 1,000 (c) 750 
Income from Trust B io a 500 500 500 
8,350 7,750 5,350 
Deduct :-— 
Bank Interest ... aie one 500 500 500 
Annual Payment under Deed to 
Adult Relative we .. 1,000 Nil Nil 
Loss on Woodlands assessed 
Schedule D ... tes " 50 50 Nil 
Ground Rent (business premises) 50 50 (d) 50 
Patent Royalties ian oe 300 300 — (d) 300 
—— 1,900 — 900 —- 
£6,450 £6,850 £4,500 
Contribution assessable :— 
. First £250... oo al Nil 
250 at 2s. _—i.... vile £25 
500 at4s..... a 100 
| leat iae 300 
2,500 at 8s... “ae 
—— £1,425 
Notes :— 


(a) Substitution of actual expenditure in year to March 31, 1948. 

(6) Relief for more than one year’s income included, viz., £500. 

(c) Annuity made up out of capital of trust, viz., £250. 

(dz) Although relating to the business, there appears to be no authority for preventing 
deduction for Contribution. 
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CONTRIBUTION ATTRIBUTABLE TO TRUST INCOME 
Annuity from Trust A : 


Income included in Aggregate Investment Income aa nen ond ose £750 
Aggregate Investment Income, before deductions . bigs ote one ... 5,350 
Recoverable from Trust A :— 
750 


x £1,425 = (say) £200 


Income from Trust B : 
Recoverable on same lines as above, viz. : 


x £1,425 = (say) £133 


5,350 
Assumed that Trust B receives part of its income from Trust C (not a foreign trust), viz : 
Total Income of Trust B.. : .-» £2,000 
Included for income from Trust Cc > = 400 
Income received by contributor which is deemed to arise from Turst C :— 
400 
£500 x — = £100. 
2,000 —- 
Amended recovery of Contribution :— 
From Trust B— 
500 — 100 
—— X__ £1,425 = £106. 
5,350 
From Trust C— 
100 
x £1,425 = £27 
5,350 sa 
Total as above ... £133 


APPENDIX 


S.I. 1948 No. 2029 
The Special Contribution Regulations, 1948 


The Commissioners of Inland Revenue in exercise of the powers conferred upon them by sub-section 
(6) of section 55 and sub-section (12) of section 60 of the Finance Act, 1948(a), hereby make the 
following Regulations : ° 

1. These Regulations may be cited as the Special Contribution Regulations, 1948, and shall 
come into operation on the 14th day of September, 1948. 

2. In these Regulations “‘ the Act ’’ means the Finance Act, 1948(a), and except where otherwise 
provided references to Parts, sections and Schedules are references to Parts, sections and Schedules 
of or to that Act. 

8. Except where otherwise provided expressions used in these Regulations shall have the same 
meanings as in Part V. 

4. Subject to the express provisions of the Act and these Regulations the provisions of the 
Income Tax Act, 1918(b), enumerated in the Schedule to these Regulations shall, with any necessary 
modifications, apply to the assessment and collection of contribution, and to appeals under section 60. 

5. Assessments to contribution shall be made, signed and allowed by the Special Commissioners 
in the same manner as assessments to sur-tax are made, signed and allowed by those Commissioners 
and with regard to such assessments the Special Commissioners shall have the same powers as they 
possess for the purposes of sur-tax. 

‘6. On the making of an assessment to contribution by the Special Commissioners they shall 
cause to be issued to the individual assessed a notice showing the amount of income assessed to 
contribution and the amount of contribution charged thereon, and at the same time they shall 
issue any notices required to be given under paragraph (a) of sub-section (2) of section 60. 

Where, after an assessment to contribution has been made, an indirect contributor becomes 
known to the Special Commissioners they shall cause to be served forthwith on that indirect 
contributor and on the individual assessed notices under paragraph (a) of sub-section (2) of section 60. 

7. On the determination of any claim or application under paragraph (b) of sub-section (7) of 
section 56, paragraph (c) of sub-section (7) of section 56, section 61, section 62, section 63, section 64 


(a) 11 & 12 Geo. 6. c. 49. (b) 8 & 9 Geo. 5. c. 40. 
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or section 65, or under the Tenth Schedule, the Special Commissioners shall give notice in writing 
to the claimant or applicant of their determination of his claim or application and where their 
determination affects a right of recovery of any other person known to them they shall give notice 
in writing to that person. 

8. Any notice issued by the Special Commissioners under sub-section (1) of section 58, sub-section 
(3) of section 58 or sub-section (2) of section 59 shall show the amount of the aggregate investment 
income of the wife, or of the deceased wife, or the amount of the apportioned income, as the case 
may be, and the amount of contribution attributable to those amounts of income respectively. 

9. Contribution shall be assessed and charged at the Office of the Special Commissioners and 
appeals shall be heard in London, Edinburgh and Belfast, and at such other towns as the 
Commissioners of Inland Revenue may direct. 

10. The Special Commissioners shall not alter an assessment to contribution except on an 
application or appeal under the provisions of the Act and these Regulations and then only in 
accordance with their determination ; and where an individual who has received a notice of 
assessment or an indirect contributor who has received a notice under paragraph (a) of sub-section 
(2) of section 60 or a person who has received a notice under sub-section (1) or (3) of section 58 
does not appeal against the notice in question in accordance with these Regulations, the assessment 
or the notice as the case may be shall be final against him : 

Provided that nothing in this Regulation shall affect the power of the Special Commissioners to 
alter an assessment in accordance with the provisions of the Act notwithstanding that it may 
have become final against any person. 

11. Any contributor aggrieved by an assessment to contribution, or any person aggrieved by a 
notice in writing issued by the Special Commissioners under sub-section (1) of section 58, sub- 
section (3) of section 58 or paragraph (a) of sub-section (2) of section 60, or by a notice of deter- 
mination of the Special Commissioners under paragraph (b) of sub-section (7) of section 56, 
paragraph (c) of sub-section (7) of section 56, section 61, section 62, section 63, section 64 or section 
65, or under the Tenth Schedule shall at any time within twenty-eight days from the date of the 
notice of assessment, or the date of the notice in writing, or the date of notice of the determination, 
as the case may be, or within such further time as the Special Commissioners shall allow, be entitled 
to give notice to the Special Commissioners of his intention to appeal to them against the assessment, 
or the notice in writing or the determination, and every such notice of intention to appeal shall 
specify the grounds of appeal. 

12. When the Special Commissioners receive from any person a valid notice of intention to 
appeal they shall notify any other person known to them who is entitled to appear and be heard 
or to make representations in writing. 

18. If, on an appeal, it appears to the Special Commissioners that the appellant is by the 
assessment overcharged to contribution or that the amount of income therein stated is excessive, 
or that the amount of income or the amount of contribution attributable thereto specified in the 
notice is excessive, or that repayment or relief, or further repayment or relief is due, they shall 
reduce the charge or the amount specified in the notice, or shall make repayment or give relief 
accordingly ; if it appears to the Commissioners that the appellant is by the assessment under- 
charged to contribution, or the amount of income or the amount of contribution attributable 
thereto specified in the notice, is inadequate, or that the relief given is excessive they shall increase 
the charge, or the amount specified in the notice or shall adjust the relief accordingly ; otherwise 
the charge or the amount specified in the notice or the repayment or relief shall stand good. 

14. After the determination of any appeal the Special Commissioners shall certify in writing to 
each appellant, and to the Commissioners of Inland Revenue, their determination together with 
any variation of the assessment, or of any amount specified in the notice by which the appellant 
was aggrieved, as the case may be, and where their determination affects a right of recovery of 
any other person known to them they shall give notice in writing to that person. 

15. Where an assessment to contribution is varied and a notice requiring payment of contri- 
bution has been issued under sub-section (1) of section 58, sub-section (3) of section 58 or sub- 
section (2) of section 59 and the amount of contribution specified in the notice is varied the Special 
Commissioners shall notify the person to whom the notice was issued of any variation of the 
amount he is required to pay. 

16. The provisions of sub-section (2) of section 133 of the Income Tax Act, 1918(¢), shall apply 
to any appeal under Part V as they apply to an appeal against an assessment to income tax : 

Provided that nothing in this Regulation shall affect the power of the Special Commissioners to 
vary the assessment in accordance with the provisions of the Act notwithstanding that an appeal 
in relation to that assessment has been determined. 3 

17. With reference to any notice of appeal and to the hearing of an appeal, the Special Com- 
missioners shall, subject to the provisions of the Act and to any Regulations made thereunder, 
have all such powers in relation to any matter of appeal as they have in relation to notices of appeal 
and the hearing of appeals under any Act for the time being in force relating to income tax. 


(c) 8 & 9 Geo. 5. c. 40. 
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18. The Commissioners of Inland Revenue may be represented at the hearing of an appeal by 
any person nominated in that behalf by them ; and any person so nominated shall have the same 
powers with reference to appeals as may for the time being be exercised by a surveyor with 
reference to appeals relating to income tax. 

19. Any barrister, solicitor or member of an incorporated society of accountants shall be heard 
by the Special Commissioners at an appeal. 

20. Any payment in respect of contribution or of interest thereon shall be remitted to the 
Accountant General of Inland Revenue. 

21. The provisions of the Income Tax Acts relating to the collection and recovery of tax shall 
apply to the collection and recovery of contribution as they apply to the collection and recovery 
of sur-tax. 

22. A certificate that interest is payable under sub-section (3) of section 54 and that payment 
of the interest has not been made to him, or to the best of his knowledge and belief to any person 
acting on his behalf, may be given by the Accountant General of Inland Revenue or by any person 
nominated by him in that behalf. Any such certificate shall be sufficient evidence that the sum 
mentioned in the certificate is unpaid and is due to the Crown, and any document purporting to 
be such a certificate shall be deemed to be such a certificate unless the contrary is proved. 

23. Notwithstanding that an appeal in relation to contribution under the provisions of section 
60 is pending, such part of the contribution assessed as appears to the Special Commissioners not 
to be in dispute shall be collected and paid in all respects as if no such appeal was pending, and on 
the determination of the appeal any balance of contribution chargeable in accordance with the 
determination shall be paid, or any contribution overpaid shall be repaid, as the case may require. 

24. Any claim to repayment of contribution shall be made to the Special Commissioners and 
shall be supported by such evidence as they may require. 

25. Where a person has paid contribution, and by reason of a variation of the assessment to 
contribution the amount of contribution payable by that person is reduced, the Special Com- 
missioners shall repay to that person the amount by which the sum paid by him exceeds the 
contribution properly payable by him : 

Provided that where the person who paid the contribution has exercised a right of recovery 
against an indirect contributor, that indirect contributor shall be entitled to repayment of the 
amount by which the sum recovered from him exceeds the sum that would have been recoverable 
from him if the assessment had in the first instance been made subject to the variation, and the 
amount repayable to the person who paid the contribution shall be reduced accordingly. 

Where contribution is repaid under sub-section (2) of section 56, paragraph (b) of sub-section (7) 
of section 56 or section 63 or under this Regulation, there shall also be repaid any interest paid in 
respect of that contribution. 

Where under sub-section (2) of section 56, paragraph (b) of sub-section (7) of section 56 or 
section 63 or under this Regulation, repayment is made of any contribution the whole or any part 
of which was discharged by payment in advance, the amount of the repayment shall be calculated 
as if the payment in advance had been made in respect of the contribution as reduced and as if 
the interest referred to in sub-section (2) of section 54 had been calculated accordingly. 

26. Any notice which the Special Commissioners may serve on any person under sub-section (1) 
of section 58, sub-section (3) of section 58, sub-section (2) of section 59, paragraph (a) of sub-section 
(2) of section 60 or paragraph (e) of sub-section (2) of section 60, or under Regulation 6 of these 
Regulations, shall be in such form as the Commissioners of Inland Revenue shall prescribe. 

27. Any notice which under Part V may be served by post or any notice authorised or required 
to be given under these Regulations, may be sent by post by letter addressed to the person con- 
cerned at his usual or last known place of abode, or where such person is a company by letter 
addressed to the secretary of the company at its registered office. 

In this Regulation the expression ‘‘ sent by post ’’ means service by post as defined by section 26 
of the Interpretation Act, 1889(d). 

28. Any notice authorised or required to be given by the Special Commissioners under any of 
the enactments hereinbefore mentioned or under these Regulations may be signed by their Clerk 
or by any person authorised by them in that behalf. 


SCHEDULE 


Income Tax Act, 1918 (8 & 9 Geo. 5. c. 40). ; Regulation 
Section 67, sub-section (2). 
Section 161, sub-section (1) and sub-section (2). 
Section 215, sub-section (2). 
Section 216 down to and including the words “‘ the particulars on which the charge is made.” 
Rule 4 of the General Rules applicable to Schedules A, B, C, D and E. 
Rule 13 of the General Rules applicable to Schedules A, B, C, D and E. 
Rule 14 of the General Rules applicable to Schedules A, B, C, D and E. 


(d) 52 & 53 Vict. c. 63. 
28 


Le wee ar 


Ac 
Ac 

; Ac 
Ac 

: Ac 
Ac 

Ac 

Af 
Ag 
Ag 

? Al 

Ar 

Ar 

An 

An 

AE 

AP 

Ap 

Af 

Ap 

As 

As 

Be 
Br 

Bu 

Bu 

C.] 

C.1 

Ca) 
Cay 

Ca 

Ca: 

Ces 

Chi 

Ch: 

Cle 

Col 

Co! 

Cor 

Cor 

Co 

Co1 

Co1 

Cor 

Coy 

Cor 

Cov 

Dez 

De 

P| Dez 

Dez 

Dez 

Del 

Dec 

an 

Dec 

oo. OOOO _———————————— Dec 


INDEX 


By ALICIA H. PAGE, M.A., 
Librarian, Society of Incorporated Accountants 


Accountable parties, 14, 15 

Accounting periods, Apportionment of, 9 

Accounts, Treatment of interest in, 21 

Additional assessments, 22 

Administration, 22, 28 

Administration of Estates Act, 1925, 20 

Advance payment, 22, 28, 

Affiliation orders, 3, 5, 13 

Aggregate investment income, 3, 11, 12 

Agricultural land and buildings, 13 

Allhusen v. Whittell, 12, 22 

Amenity lands, 11 

Annual charges, 12 

Annual payments, 4 

Annuities, 2, 3, 7, 11, 20, 21 

Appeals, 23, 27 

Applications to the Special Commissioners for 
reliefs, 2 

Apportionment between capital and income, 19-21 

Apportionment of accounting periods, 9 

Apportionment of income of company, 5, 16 

Assessability to income tax, 3 

Assessment, 13, 22, 25, 26 


Beneficiaries, see Trusts 

Brown’s (Betts) Trustees v. Whately Smith, 20 
Builder’s income from property, 6 

Business property, 6 


C.I.R. v. Ledgard, 11 

C.I.R.v. Ramsey, 11 

Capital allowances under I.T.A., 1945, 2 

Capital assets, Income arising from, 3 

Capital, Payment out of, 19 

Case, Statement of, 25 

Cessation of a trust, 15 

Charities, etc., Payments under covenant to, 3, 4 

Charities, Income from, 6 

Clergy, 6 

Collection, 22, 28 

Companies, Private, 7-10, 24 

Company’s income apportioned among members, 
5, 16 : 

Computation—general illustration, 25-26 

Computation of aggregate investment income, 12 

Computation of ‘‘ standard amount,” 8 

Computation of total income, 3, 4, 6 

Connected companies, 9 

Copyright royalties, 3 

Court orders for maintenance and affiliation, 3, 5, 13 

Covenant, Deeds of, 3, 4 


Death after April 5, 1948, 21 

Death before assessment or payment, 13, 14, 16 

Death during 1947-48, 3 

Death duties, 2, 12, 21, 24 

Death, Payments under arrangements operative on, 
13 


Debentures, 10 

Deceased estate, Income on capital required for 
death duties, 2, 24 

Deceased estate, Patent on copyright royalties 
from, 3 ; 

Deduction at source, Income taxed by, 2, 3, 5, 11, 24 

Deductions in computing aggregate investment 
income, 12 


Deeds of covenant, 3, 4 

Determination of assessments, 25 

Directions under F.A., 1922, Section 21, 5, 16 
Directors, 7-10, 14 

Dispositions not for full consideration, 5 
Dividends of private controlled company, 2, 7, 24 
Domicil, 4 

Double taxation relief, 12. 

Due date, 22 


Earned income, 5 

Error or mistake, 23, 24 

Estate duty, law of ultimate incidence, 19 

Estate duty on death after April 5, 1948, 21 

Estimated assessments, 22 

Exemptions, 3 j 


Finance Acts— 
1894, 20 
1922, Section 20, 4 
1922, Section 21, 5, 16 
1927, Section 36 (1), 12 
1927, Section 39 (2), 3 
1936, Section 18, 4 
1936, Section 20, 7 
1936, Section 21, 4 
1938, Part IV, 4, 14 
1938, Section 30, 12 
1938, Section 39, 4 
1939, Section 14 (2), 7 
1940 (No. 2), Section 17, 19 
1946, Part VII, 14 
1946, Section 28, 4 
1948, Section 41(1), 7 
Foreign income, 12 
Foreign trusts, 2, 15, 18, 24 
Franked investment income, 8 
Full-time working direction, 10 


General Rule 16, 3 
Groups of companies, 9 


Hire-purchase financier, 6 
Hood-Barrs v. C.I.R., 25 
Husband and wife, 3, 5, 13, 14, 16, 23, 24, 27 


Illustration, General, 25-26 
Incidence, Ultimate, 19 
Income arising abroad, 12 
Income Tax Act, 1918— 
General Rule 16, 3 
Provisions Applicable, 26-28 
Schedule A, Rule 8 of No. V, 5, 13 
Schedule B, 11 
Schedule D, Cases I and II, 6 
Schedule D, Cases IV and V, 12 
Section 14 (3), 5, 7, 11 - 
Section 46, 4 
Section 149-25 
Income Tax Act, 1945, 2, 13 
Income Tax Acts, application of, 3, 22 
Income tax and interest, 22, 23 
Indirect contributors, 23, 25, 26 
Individuals liable, 3, 6 
Interest, 21, 22, 23, 28 
Interest on tax reserve certificates, 3 
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Investment company, 7 

Investment income, 3, 5, 6, 11 

Jobber, 6 

Land, Income from, as business profits, 6 

Lease of industrial buildings, 13 

Life interest in property held for National Trust, 2, 6 
Life interest, Notional cesser of, 19-20 

Life offices, Annuities from, 2, 3, 11 

Limitation of liability of trustee, 17, 24 

Lloyd’s underwriters, 6, 23 

London & National Property Co., Ltd. v. C.I.R., 25 
Losses, reliefs for, 2, 13 


McEuen, Re : McEuen v. Phelps, 22 

Maintenance, Court orders for, 3, 5, 13 

Management — 2, 5, 13, 24 

Marginal relief, 

Marriage during ‘1947-48, 14 

Married women, 3, 5, 13, 14, 16, 23, 24, 27 

Means of payment, 19 

Miscellaneous matters, Tenth Schedule, 10 

Moneylenders, 6 

Morant’s ( John) Settlement Trustees v. C.I.R., 7 

More than year’s income received in 1947-48, ’2, 3, 
5, 11/24 

Mortgages, Power to raise, 19 


National Debt Commissioners, Annuities paid by, 
2,3, 

National Trust, 2, 6 

Nationalisation, 12 

Non-payment, Parties accountable on, 15 

Non-residents, 4 

Notices by or to trustees, 17, 22 

Notices by Special Commissioners, 16, 22, 23, 24, 25, 

" Notices to Special Commissioners, 2, 44, 15, 18, 22, 27 

Notional cesser of life interest, 19-20 


Occupation of property under revocable licence, 5 
Occupation of property for business purposes, 6 
Option in relation to connected companies, 9 
“Other income,” 2 

Overriding maximum liability, 1 


Palmer, Re : Palmer v. Palmer, 20 
Parker-Jervis, Re : Salt v. Locker, 21 

Parties accountable, 14, 15 

Partnerships, 6, 11 

Patent royalties, 3, 13 

Payment in advance, 22, 28 

Payment in arrear, 23 

Payments allowable in computing profits, 13 
Penalties, 22 

Pensions, 11 

Personal representatives, 13, 14, 15, 16 
Private companies, 7-10, 24 

Procedure on appeals, 24, 27 

Professional advisers to private companies, 7 
Profits tax figures, 7, 8 

Property maintenance, 2. 5, 13, 24 

Property owned or occupied for business purposes, 6 


Printed by T. Wuirtincuam & Co., LimITED, 
Pixmore Avenue, Letchworth, Herts, 


Rates of Contribution, 1 

Recoveries, 16, 18, 28 

Regulations, 13, 18, 22, 23, 26 

Reliefs, 1, 2, 8, 12, 13, 24 

Remittance basis, 4 

Repairs, etc., Expenditure on, 2, 5, 13, 24 
Repayments, 16, 17, 18, 23, 28 
Retirement payments, 11, 13 
Reversionary interests, 19 

Right of recovery, 16, 18, 28 


Schedule A, Rule 8 of No. V, 5, 13 
Schedule B assessments, 11 
Schedule D, Cases I and II, 6 
Schedule D, Cases IV and v, 12 
—, eet of husband and wife, 13, 14, 
23, 
Pt Po of husband and wife during 1947-48, 14 
Settled Land Acts, 15, 17, 19 
Settlements, 3, 4, 14 
Sleeping partners, 6 
Special Commissioners— 
Administrative and judicial functions, 24 
Appeals against determinations of, 24 
Appeals heard by, 23, 24, 27 
Applications to, 2, 16 
Assessment and charge by, 13, 22, 26 
Demands to married women, 16, 
Directions under F.A., 1922, Section 21, 5, 16 
Discretionary powers, 11, 12, 13, 25 
Error or mistake claims, 23 
Extension of maintenance relief, 13 
Notices to indirect contributors, 23, 24, 27 
Statement of case, 25 
Trusts 7, 14, 15, 16, 17, 18 
‘“‘ Standard amount ” of earned income from private 
company, 8 
Statement of case, 25 
Stockjobbers, 6 
Sur-tax, Husband and wife separately assessed for, 14 
Sur-tax principles, 3, 4, 5, 12, 26 


Tattersall’s Settlement, Re: Public 
Tattersall, 20 

Tax reserve certificates, 3 

Tenant for life, 15, 17, 19 

Terminable annuities, 2, 3, 11 

Third parties, Liability of, 14 

Time limits, 2, 13, 15, 17, 23 

Total income, 3, 4, 6 

Trade, profession or vocation, Income from, 6, 13 

Transfer of assets abroad, 4 

Trusts, 2, 7, 14, 15, 17-22, 23 


Ultimate incidence, 19 

Underwriters, 6, 23 

Undistributed income of company, 5, 16 
Unit trusts, 14 


Working directors, 7-10, 24 


Year’s income, Receipts more than 2, 3, 5, 11, 24 
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(Established 1889 WE LIBRARY OF THE 


BEMME Vol. LIX (vol. 10 New Series) No. 664 DECEMBER, 1948 nen 30 4948 PRICE: ONE SHILLING 


UNIVE Rott Ub ILLINOIS “— 


~The Society of Incorporated Accountants 
and Auditors 


President : StR FREDERICK ALBAN, C.B.E., J.P., F.S.A.A., Cardiff. 
Secretary: A. A. GARRETT, M.B.E., M.A. 
Deputy Secretary: I. A. F. CRaic, 0.B.E. 
Assistant Secretary: C. A. EVAN-JONES, .M.B.E. 


Offices and Library : INCORPORATED ACCOUNTANTS’ HALL, VICTORIA EMBANKMENT, Lonpon, W.C.2. 


Members use the designation Incorporated Accountant. Fellows may also use the initial 
letters F.S.A.A., and Associates A.S.A.A. 


Admission to membership is by examination subject to satisfactory completion of articles 
of clerkship for five years (University graduates three years). Six years’ approved professional 
experience may be accepted in lieu of five years’ articles. Exemption from the Preliminary 
Examination is granted on production of certain educational certificates. All candidates 
must pass the Intermediate and Final Examinations. 


Articles may also be integrated with full-time seul at certain universities. Under this 
scheme a c university degree and the professional qualification can be attained in a total 
period of 5? years. Such graduates are exempted from the Society’s Intermediate Examination. 


Some concessions may be granted in respect of whole-time war service. 


There are Branches of the Society in Scotland, Ireland, Canada, Australia, and South 
Africa, and District Societies in all parts of England and Wales, Northern Ireland, and India. 
Students’ Societies and Students’ Sections operate throughout Great Britain and Ireland. 


Members of the Society are not allowed to seek professional business by advertisements 
or circulars. 
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It was all very well rendering unto Cesar 


the things that were Czsar’s, but it was no joke com- 
puting CCCXVI sacks each containing MDCCL 
sesterces, even with the aid of the Abacus. Proud 
Cesar, conqueror of all the world, quailed before 


simple arithmetic. 

And so, through the ages, figures have 
haunted humanity. -Even the most agile mathematical 
brain, confronted with the complex problems of 
modern large-scale accounting and _ statistics, may 
tire and lose grip in the end. Not so with the 
Hollerith Punched-Card method of electrical ac- 
countancy which would have neatly tabulated, totalled 
and sub-divided Czsar’s tribute money — and indeed 
his entire imperial possessions — without taxing his 
mental faculties. No wonder that modern Cesars of 
Industry (and lesser lights) throughout the United 
Kingdom, and overseas territories, find Hollerith 


Punched Cards and Equipment invaluable. 


~“ROLLERITA” 


THE BRITISH TABULATING 
MACHINE COMPANY » LIMITED 


17 Park Lane - London - W.1. - (Phone: REGent 8155) 


Wol and Belfast. OVERS at Bombay, Calcutta, 
Delhi, Karachi, Colombo, Hong Kong, Sydney, Melbourne 
Wellington, Cairo, Johannesburg, Nairobi, Bulawayo 


NOW ON SALE 


— Taration 

KEY 

. 

INCOME 
TAX 


AND SUR-TAX 


EDITED BY RONALD STAPLES 


CLEAR, CONCISE AND COMPLETELY UP-TO- 
DATE. The ‘Dictionary’ of Income Tax 


Easiest Reference Book Ever Printed 


PUBLISHED BY 
TAXATION PUBLISHING COMPANY LIMITEDT 


FINANCE ACT Edition 
1948 


To Taxation Publishing Company Limited 


98 Park Street, London, W.|I. * Mayfair 7888 |. 

ee ESS copies of ‘KEY TO INCOME TAX” at 5/3 
past free 
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4 €. and O. € . . . Errors are pardonable. None of us is perfect. 
But omission to cover the risks of serious consequences arising out 
of one’s mistakes is positively dangerous. 
More than one Accountant has found a whole year's profit 
eliminated, or has been faced with disaster, owing to an oversight. 
Since nobody is infallible, and as present conditions are abnormal, 
isn't it worth your insuring against your hard-earned profits being by 
Error and Omission €liminated 
MUIR BEDDALL @ CO., LTD 
SPECIALISTS IN INDEMNITY INSURANCE 
37, GRACECHURCH STREET, LONDON, E.C.3 
Telephone: MANsion House 34/4 (12 lines) 
: ALSO AT 49, KING STREET, MANCHESTER; 465, ST. JOHN STREET, MONTREAL 
7 
= 


Ready 

This Diary and Agenda Book is com- 
December piled mainly for the use of Secretaries 
and other Officers of Companies, but 
it is extensively used by Accountants 
and Solicitors and it contains a large 


— I amount of information invaluable to 
Accountants, Directors, Secretaries, 
Auditors, Solicitors and business men 
generally. 
9 © 
66th Ye 0 S 
. f I = The C MPANIE Ph pea oe wong Ree en ns one Sor 
oy issue ompany Secretaries, Directors and others 
engaged in conducting Limited Companies.”’ 
_| DIARY | Se Camp 
“It is the diary par excellence for the Com- 
and AG © N DA B oO oO K pany Official.’’—Investors’ Guardian 
| Edited by “This invaluable diary.""—Financial News 
vag J. G. HASSELL, ccs. 


8s. 6p. NET; by post 9s. 3p. 


JORDAN & SONS, LTD., 116 Chancery Lane, W.C.2 
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MAY, 1948 EXAMINATIONS 


H. FOULKS LYNCH & CO. 


34 out of 58 HONOURS awarded 


INSTITUTE OF CHARTERED ACCOUNTANTS 


FINAL : Ist, 3rd, 5th, 6th, 9th, Lith, 12th, 13th, 14th and 16th Places 
INTERMEDIATE : 2nd, 3rd, 4th, 6th, 7th, 8th, 9th, llth, 13th, 14th, 15th, 18th, 19th, 20th, 25th (2) 
28th, 30th and 32nd 


SOCIETY OF INCORPORATED ACCOUNTANTS AND AUDITORS 
FINAL : Ist, 2nd, 3rd and 6th Places INTERMEDIATE : 3rd Place 


PERCENTAGES OF PASSES 
Of all Candidates coached by H. Foulks Lynch & Co. - - - 55% were successful 
Of all Candidates not coached by H. Foulks Lynch & Co. - - 41% were successful 


16 COL'EMAN STREET, LONDON, E.C.2 


PITMAN 


COMPANY OUTFITSw/ Sei - 


Economies of 


Industrial 
* Organization 


FIVE INCLUSIVE OUTFITS 


AT VARIOUS PRICES. Each Set The Companies 
Comprises : Act, 1948 
Memorandum and Articles of Association. ‘By J. C. Arnowp, LL.B. A new book which 
Company Seal. - interprets the 1948 Companies Act, mainly 
Combined Company Register. as it affects private companies. It is of great 
Share Certificate Book. importance to directors, auditors and 
Minute Book. company secretaries. 6/- net 
Company Forms. 
The Davy Service. Economics 


CHAS.DAVY&CO.LTD. | 32ateseores ok 
Com Registration Agents mended Seusboctasy apes " enthosk 
mo. fers we . is now available. 12/6 net 


1l, Masons Avenue, London, E.C.2. 


133, The Broadway, Mill Hill, N.W.7. Parker Street, Kingsway, London, W.C.2 


Head Office: 
3-11, Pine Street, London, E.C.1. 
Terminus 6267 (3 lines) 


By A. Beacuam, M.A., Ph.D. A sound 
introduction to the economics of industry 
which is of special value to students taking 
courses in commercial or industrial ad- 
ministration. Recently published. 12/6 net 
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" acme 
A.D. 1720 
tk Royal Exchange 
~ Assurance invites Accountants to 
use its services in arranging 
insurances regutred for their clients 
d 
Y & 
a ALL THE USUAL CLASSES OF INSURANCE FOR 
HOME AND BUSINESS ARE COVERED BY THE 
CORPORATION'S POLICIES AND THE DUTIES OF 
EXECUTOR AND TRUSTEE ARE ALSO UNDERTAKEN 
“& AGENCY APPOINTMENTS GRANTED —™&]} 
Apply to the Head Office of the Royal Exchange Assurance 
ROYAL EXCHANGE, LONDON, E.C.3 
er to nearest Branch Office 
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ANALYSIS BOOKS 


specially planned to SAVE EYE STRAIN 
MINIMISE MISTAKES 


The feature of the Cathedral Anatysis Books is 
that they are GUIDE RULED. The horizontal 
lines are ruled in two contrasting shades of blue, 
EVERY FIFTH LINE being of a deeper colour. 
This is an immense help towards instant recogni- 
tion of the correct line on which the item should 
be entered. Eye strain is avoided and the 
chance of mistakes minimised. Made in all the 
usual rulings and sizes. 


ASK YOUR STATIONER FOR 
CATHEDRAL Guide Ruled Analysis Books 
MADE BY COLLINS or GLASGOW 


THE SOCIETY’S APPOINTMENTS REGISTER 
It és desired to bring the Society’s A intments Register to the 
notice of all members and of who have vacancies for Incor- 
porated Accountants on their staffs. No fees are payable. Ali enquiries 
should be addressed to the Secretary, The Society of Incorporated 
Accountants, Incorporated Accountants’ Hall, Victoria Embankment, 
W.C.2. Tel.: Temple Bar 8822. 


APPOINTMENTS VACANT 


None of the vacancies in these columns relate to a man between the 
ages of 18 and 50, inclusive, or a woman between the ages of 18 and 40 
inclusive, unless he or she is from the provisions of the Control 
of Engagements Order, 1947, or the vacancy is for employment excepted 
from the provisions of that Order. 
CROWN AGENTS FOR THE COLONIES 
Applications from qualified candidates are invited for the following 


posts : 

CCOUNTANT required by the Government of the Federation 
of Malaya for the Corps of Accountants for one tour of three 
years in the first instance with prospects of permanent 

pensionable employment. poe ag | salary according to age, 

war service and experience in scale $520 rising to $1,065 a month, 
including expatriation pay. Cost of living allowance varies between 
$150 and $375 a month according to salary and number of depen- 
dants. Dollar equals 2s. 4d. Free passages and liberal leave on 
full salary. Candidates, preferably not over 35 years of age, must 
be Chartered or Incorporated Accountants or similar 
professional qualifications. Apply at once by letter, stating age. 
whether married or single, and full particulars of qualifications and 
experience and mentioning this paper, to the CRown AGENTS FOR 

THE Cotontss, 4, Millbank, London, S.W.1, quoting M/N/16942 (3C) 

on both letter and envelope. 

A See the Rail required by the Government of the Gold Coast 
for the Railway Department for two tours of 18 to 24 months 
with prospect of permanent and ionable employment. 

Salary and overseas pay between £600 and £1,200 a year, according 

to age, experience and war service. Outfit allowance £60. Free 

passages. Candidates, aged 24 to 35 years, must hold book-keeping 

and final accounting certificates, be capable of taking charge of a 

section of a railway accounts office and instructing staff in new or 

amended simple accounting ure. Experience in railway 
accounts, though preferred, is not essential—Apply at once by 
letter, stating age, whether married or single, and full particulars 
of qualifications and experience, and mentioning this paper, to the 


Crown AGENTS FOR THE CoLonigs, 4, Millbank, London, S.W.1, 
quoting M/N/17137 (3E) on both letter and envelope. 


CCOUNTANT required by the Government of Nigeria for the 
Department of Commerce and Industries for one tour of 18 
to B4 months in the first instance, with —-* of permanent 
and pensionable employment. Commencing salary according to 


experience since qualifying. 
Familiarity with Government procedure is also desirable but not 


mentioning this paper, to the CRowN AGENTS FOR THE COLONIES, 
4, Millbank, Lon 
letter and envelope. 

ia for the 


CCOUNTANT required by the Government of Nigeria 
A Marine Department for one tour of 18 to 24 months with 
prospects of permanency. Commencing salary according to 
age, war service and experience in the scale £600 to Case a year, 
including expatriation pay. Outfit allowance £60. Free passages 
and liberal leave on full salary. Candidates preferably not over 
35 years of age, must be — accountants and have a thorough 
knowledge of commercial accounts and of timekeeping. and cost 
for ship construction, engineering and repair work. ey must 
have the ability to supervise the accounting for large quantities of 
marine and engineering stores and to organise and administer the 
work of a large clerical staff. Apply at once by letter, stating age, 
whether married or single and ‘full particulars of qualifications and 
experience and mentioning this paper to the CRowNn AGENTS FOR 
THE Co.ontEs, 4, Millbank, London, S.W.1, quoting M/N/18697(3C) 
on both letter and envelope. 


AX ASSESSOR ‘+. by the Government of Hong Kong 
for their Inland Revenue Department. Candidates, under 
45 years of age, should be Chartered or Incorporated 

Accountants or =r similar qualifications. Some experience of 
income tax work is desirable. Commencing salary according to 
qualifications and experience in the scale $1,046 a month, risi 
to $1,820 a month, including expatriation pay. A well-quali 
candidate might expect to enter the salary scale at a point appre- 
ciably above the minimum. In addition to salary, a cost-of-livi 
allowance is payable at rates varying between $ a month an 
$425 a month, according to salary and number of dependants. 
Government rate of exchange is at present $16 to the £1, but is 
liable to alteration. Free passages are provided. Initial tour is 
for three years on agreement, but suitable officers will be eligible, 
on successful completion of the probationary period, for appoint- 
ment to the ‘permanent and pensionable staff. There will be 

portunities in due course for promotion to the higher posts in 

e Fe pete nenr ngee | at once by letter, stating age, whether 
married or single, and particulars of.qualifications and experience 
and mentioning this paper, to the CRowN AGENTS FOR THE COLONIES, 
4, Millbank, London, S.W.1, quoting M/N/18216 (3C) on both 
letter and envelope. 


BRADFORD EDUCATION COMMITTEE 


ECHNICAL COLLEGE, BRADFORD.—Applications are in- 
vited for appointment as Part-time (Evening) Lecturer in 
Accountancy in the College. Salary will be paid in accordance 

with the scale of the Local Education Authority.—Forms of applica- 

tion may be obtained from the Director or Epucation, Town Hall, 

Bradford, and completed forms should be returned to the Principal 

- the College as early as possible—A. Spatpinc, Director of 
ucation. 


T. HELIER GROUP OF HOSPITALS, comprising eleven 
hospitals (renewed nireseeennat)-—Aggasenees are invited 
for the appointment of Deputy Finance Officer. Salary £685 to 

£760 per annum, plus £30 London allowance ; covered by regulations 
under N.H.S. Act relating to superannuation and rights of trans- 
ferable officers. Appointed candidate will be responsible for prepara- 
tion of estimates, accounts and general oversight of Finance 
Department. This post offers considerable opportunities for a 

ualified person. a should accountancy qualifica- 

ion and should preferably have had hospital experience. Full 
particulars obtainable on request in writing. Applications, stating 
age, qualifications and experience, with names and addresses of two 
referees, should be sent (envelopes endorsed “‘ Finance Department "’) 
to CAO/HMC, St. Helier Hospital, Carshalton, Surrey. Closing date 
December 15, 1948. 


PPLICATIONS ARE INVITED from young Chartered and 
Incorporated Accountants who wish to gain experience and 
advancement with leading firm of Chartered Accountants.— 

Box No. 105, c/o Accountancy, Incorporated Accountants’ Hall, 
Victoria Embankment, W.C.2. 


UDIT CLERKS (QUALIFIED) required by Jenxs, Perciva., 

PipcEon & Lt Piasbery Clrvws, Lesiiin, B.C. Salary, 

a ing to ex ce. — or one giving necessary 
particulars. $ 


(Continued on page x) 
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Shes Raising Office Costs 
With Her Bare Hands 


Bare hands ? Yes . . . hands that lack the 
proper equipment, the right tools, to get work 
done efficiently. It’s a situation that would 
not be tolerated for a minute in the factory, 
yet is all too familiar in the office. Result: 
steadily mounting costs, excessive overtime, 
the hiring of temporary help. 


Any business can meet this problem by 
providing office workers with the right 
machines for their jobs. At one desk, a simple 
adding machine may be required ; at another, 


a calculator ; at still another, a bookkeeping or 
billing machine. Whatever the need, it must be 
met for office efficiency—just as surely as 
factory workers must be supplied with the 
right power tools and machines for production 
efficiency. 


A desk analysis by a trained Burroughs repre- 
sentative is the first step toward reducing costs 
in your. office. Burroughs Adding Machine 
Limited, Avon House, 356-366 Oxford Street, 
London, W.1., and principal cities. 


WHEREVER THERE'S BUSINESS THERE'S B urrou gh By 2 
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Now Ready !! 


@ |THE NINTH EDITION OF THE 
STANDARD WORK .ON COSTING 


AND 


by 
(the late) 
HAROLD J. WHELDON 


B.Com, (Lond.), F.C.W.A., F.L.A.A., ACLS. 


Price 17S. Gd. net 


(Post free 18s. 3d.) 


COMPLETELY RESET, REVISED AND ENLARGED 
DEMY 8vo. 
SPECIMEN ACCOUNTS AND ILLUSTRATIONS 


COST ACCOUNTING 
COSTING METHODS 


OVER 520 pp. OF TEXT AND 236 FORMS, 


EFFICIENT BUSINESS 
- MANAGEMENT 
THROUGH BUDGETING 


AND 
BUDGETARY CONTROL 


_by J. E. SPINOSA CATTELA 


Member of the Netherlands Institute of Accountants. 
Late Chief Cost Accountant, Philips’ Glowlamp and 
Radio Works, Eindhoven (Holland). 


||| Demy 8vo. Price 2S. Gb. net. vi+140 pp. 
(Post free 12s. 10d.) 


LONDON: 


MACDONALD & EVANS, 8 John St. Bedford Row, W.C.1 


APPOINTMENTS VACANT 
(Continued from page vi) 


IRMINGHAM.—Large firm of Accountants require first-rate 
Senior Audit Clerks. Salary £600/£700 per annum according 
to experience.—Box No. 103, c/o Accountancy, Incorporated 

Accountants’ Hall, Victoria Embankment, W.C.2. 


IRMINGHAM.—Large firm of Accountants require Semi-Senior 
Audit Clerks. Attractive salaries paid to applicants with 
necessary experience.—Box No. 104, c/o ACCOUNTANCY, 

Incorporated Accountants’ Hall, Victoria Embankment, W.C.2. 


HARTERED OR INCORPORATED ACCOUNTANT required 
in London as Secretary and Accountant to important group 
companies marketing colonial produce. General business or 

administrative experience an advantage. Age about 35 to 40. 
Substantial commensurate with responsibilities will be 
offered to suitable candidate.—Write full particulars to: Box 3880, 
c/o Waites, Ltp., 72, Fleet Street, E.C.4. 


ITY FIRM OF CHARTERED ACCOUNTANTS require qualified 

- Chartered or Incorporated Accountant with up-to-date pro- 

fessional experience. Salary £750 per annum or according to 

experience.—Box No. 99, c/o AccounTANCY, Incorporated Accoun- 
tants’ Hall, Victoria Embankment, W.C.2. 


I cccdeuans te ied ENGINEERS require a capable male 
assistant in their accountant’s department. Good pects 
and training offered to a young man 20-30 who is keen, has 
experience in double-entry and costing and is ready to prove 
himself worthy of advancement.—Application should be made in 
writing, stating education, qualifications, and salary expected. 
Box No. 89, c/o Accountancy, Incorporated Accountants’ Hall, 
Victoria Embankment, W.C.2. 

NCORPORATED ACCOUNTANT, aged 30-35, required by 
London contractors. Knowledge of builder’s records, costing, 
income tax, company law and general secretarial duties 

essential. First-class prospects for man of initiative with ability to 
organise the internal administration of an expanding business.— 
Write, giving qualifications, experience and salary required, Box 
No. 95, c/o Accountancy, Incorporated Accountants’ Hall, Victoria 
Embankment, W.C.2. 


IDLAND FIRM of manufacturers of accounting and recording 
equipment require young qualified accountant aged 22-27, 
for research intd accounting systems. Training given. Good 

pects. Pension scheme.—Box No. 92, c/o AccouNTANCY, 

ncorporated Accountants’ Hall, Victoria Embankment, W.C.2. 


EQUIRED BY MAJOR OIL COMPANY for service overseas, 
R Chartered, Incorporated or otherwise qualified Accountants. 
Commencing salary £900-£1,200 per annum according to age, 
qualifications and experience plus local allowances. Prospect of 
permanent overseas career with paid leave in U.K. at regular inter- 
vals. £75 outfit allowance payable on signing contract. Pension 
scheme, Selected candidates required to visit London at advertiser’s 
expense for interviews and medical examinations.—Write, giving 
details, age, qualifications, etc., to: Box Z.L. 126, DEacon’s 
ADVERTISING, 36, Leadenhall Street, London, E.C.3. 

EMI-SENIOR AUDIT CLERK required by firm of Chartered 
Accountants with extensive practice in Cambridge and district. 
Interesting work and scope for valuable experience and 

advancement. Office pension scheme.—Write stating age, experi- 
ence and salary required to Box No. 88, c/o AccOUNTANCY, 
Incorporated Accountants’ Hall, Victoria Embankment, W.C.2. 

EMI-SENIOR AUDIT CLERK required by London (Strand) 
firm of Chartered Accountants. Good prospects. Salary, £400- 
£550.—Write stating age, experience and salary required to 

Box No. 90, c/o Accountancy, Incorporated Accountants’ Hall, 
Victoria Embankment, W.C.2. 

ENIORS, preferably qualified, required by Chartered 
Accountants. Permanent positions, with prospects.—Apply, 
with full ticulars of geen. age, etc., to Davie Parsons 

AND Co., 6, Bishopsgate, E.C.2. - 

UCCESSFUL CANDIDATES in recent Incorporated Accoun- 
tants’ Examinations are offered opportunity of joining staff of 
Price, WATERHOUSE & Co. Write 3, Frederick’s Place, Old 

Jewry, London, E.C.2. 

EST AFRICA.—Practising Accountants require Senior Staff 
for their offices in the Gold Coast, Nigeria and Sierra Leone. 
Chartered or Inc rated men preferred, but thoroughl 

experienced Senior Audit Clerks (unqualified) would be comtinned. 
Experience in report-writing an advantage. Eighteen months’ 
tours. Commencing salary £750-£840 per annum, according to 
experience and qualifications. Increments successive toum, free 
furnished quarters and medical attention. Provident fund.— 
Write with full particulars of professional and other experience to 
Spawn Ex.utiotr & Co., 4/6, Throgmorton Avenue, London, 

OUNG ACCOUNTANT required as Assistant Secretary. Must 

have = experience and be able to control staff.—Write, 
articulars and salary required, to: THe SEcreE- 
EBB & BAKER, LTD., 23/25, Maddox Street, W.1. 


(Continued on page xii) 
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ee 
This book shows how in every manufacturing and 
Po distributive organisation budgets can be adapted to 
provide reliable statistics for forecasting Sales, Pro- 
PS duction, Purchases, Stock, Expenses, etc., thereby 
preserving and increasing the capital of the organisa- 
tion to meet future needs, and so ensuring maximum 
y efficiency in every branch of the undertaking. A book 
to be carefully studied. 
———————<£—#—_—EEE— 
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AN ACCOUNTANCY STAFF 
MADE TO YOUR MEASURE 


Sine problems—the coming and going ... the 
shortages in skill and experience . . . the constant need for 
training and supervision . . . many of these current troubles 
can be cured by changing to Powers mechanised accountancy. 


With the Powers system the machine sets and maintains 
the standards. All the human factors which limit efficiency 
are controlled. The greatest speed can be established and 
accuracy made certain. A smaller staff is possible and changes 
in this staff have the least upset effect. 


These advantages of the Powers system are increased by 
its universal application as a provider of all kinds of statistical : 
information—recorded on the Powers punched card in a form ei 
which makes it instantly available whenever need arises. 


Let us demonstrate how the Powers system could be used to your 
P advantage. Write to-day for full information—twithout obligation. 


_ POWERS - SAMAS © 
ACCOUNTING 


MACHINES (si) LTD. 
LONDON 


POWERS-SAMAS HOUSE - HOLBORN BARS 
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The Analyses 
of 
Industrial 
Companies’ 
Accounts 
which appear regularly in- 


Che Statist 


are the most critical and 
informative published. 


ONE SHILLING WEEKLY 
at all Bookstalls 


| SUBSCRIPTION RATES 


Inland Abroad 
12 Months - .- £3 Os. Od. £3 2s.. 6d. 


6 Months - - £1 10s. Od. £1 lls. 3d. 
Post free, including all Special Numbers 


THE STATIST COMPANY LIMITED, 
51 Cannon Street, London, E.C.4 


Arbitration 


Arbitration plays an important part in the 
professional activities of Chartered, Incor- 
porated and Certified Accountants. 


The Institute of Arbitrators was formed in 
1915 for the purpose of providing an organisa- 
tion which in the Lentelios of 
the Law and Procedure therein, as well as to 
further the settlement of disputes by this 
means. 


Membership is open to members of specified 
Professional Bodies among which the Institute 
_of Chartered Accountants, the Society of 
Incorporated Accountants and Auditors, and 
the Association of Certified & Corporate 
Accountants are included; and Chartered 
Accountants, Incorporated Accountants and 
Certified Accountants are eligible for the 
Institute Panel for Professional Arbitration. 


_ Particulars may be obtained from the Secretary, 
The Institute of Arbitrators 
(Incorporated) 

10 Norfolk Street, W.C.2 


Examinations are held in May and November. 


E. IRVINE HALLAS, A.C.A. 


55, TYRREL STREET, BRADFORD 
INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams. 
Painstaking criticism and marking of work, and 

rompt return of all papers is guaranteed. Moderate 
ees. May, 1948, results include the 4th Place at the 
Society inal, Copies of over 800 signed letters 
received from past students will be sent on request. 


* F FOR BOOKS F# ¥# 


Large department for books on Accountancy 
119-125 CHARING CROSS ROAD, LONDON, W.C.2 
-GERrard 5660 (16 lines) Ye Open 9—6 (inc. Sats.) 


APPOINTMENTS REQUIRED 


IOMMERCE GRADUATE with advance accounting and a 
and five years’ experience in auditors’ firms, requires Articles 
for Chartered Accountant’s Course. Salary required.— Box 

No. 160, C.P.W., 185, Fleet Street, E.C.4. 

ECRETARY of a small private company, studying for Final 
A.C.C.A., seeks part-time employment. Would assist prac- 
titioner, ‘London area.—Box No. 101, Accountancy, Incor- 

porated Accountants’ Hall, Victoria Embankment, W.C.2 


— 


PRACTICES AND PARTNERSHIPS 


BUYER available wishing purchase small Practice or block 
of Audits in any district. Good price paid. Strict confidence. 
—Box No. 97, c/o ee Incorporated Accountants’ 

Hall, Victoria Embankment, W.C.2. 

NCORPORATED ACCOUNTAN TS, London, have vacancy for a 
young Incorporated Accountant as Senior Assistant with a view 
of early admission to partnership. Good knowledge of tax and 

company work essential.—Write in first instance to: Box No. 102, 
c/o peavenentey. Incorporated Accountants’ Hall, Victoria Em- 
bankment, W.C 
RACTICE FOR SALE, average gross fees, etc., £1,750. Free- 
hold office premises. Furniture, fixtures, "etc. Owner wishing 

to leave the profession. Principals only. ‘—Apply Box No. 96, 

c/o ACCOUNTANCY, an Accountants’ Hall, Victoria 
Embankment, W.C.2 


MISCELLANEOUS 


A 24-HOUR SERVICE.—Company Registration printing Mem./ 
Articles (t ipt). Specimen 2s. 6d. Special resolutions. 
Seven-day letterpress service Mem./Articles. Trade and 

special clauses service (edited by T. A. Herbert, LL.B., Barrister-at- 

Law), 3-in-1 Registers, seals, etc.—Co. Dept. (A), B.E.P. Lrp., 128 

Albany Street, N.W.1. (EUSton 8308-8178), and 408, Strand, 

London, W.C.2 (Temple Bar 6221). 

OR SALE.—“ Lusid ” Calculating Machine, in excellent condi- 
tion.—Apply, Box No. 98, c/o Accountancy, Incorporated 
Accountants’ Hall, Victoria Embankment, 2. 

AME PLATES FOR ACCOUNTANTS (or newly formed 
Companies) promptly engraved. Send words for full-size 
layout. Illustrated leaflet on receipt of 2d. stamp.—MAlILe 

& Son, Lrp., 367, Euston Road, N.W.1. 

ECRETARY of a Fund (W. C.A.—Industrial insurance) requires 
an Unfurnished Room as office accommodation, preferably in 
the Aldwych area, in a firm of accountants who could offer-him 

Part-time work.—Box No. 100, c/o Accountancy, Incorporated 

Accountants’ Hall, Victoria Embankment, W.C.2. 

HE “ GROVE ” SPECIALLY DESIGNED ACCOUNT BOOKS 
greatly simplify the records of the small businessman and 
trader. Scientific. Clear. Complete. Used and recommended by 

Accountants throughout the country. Specimen rulings on request. 

ee GRovE PuBLIsHING Co., Room 11, 3, Bloomsbury Street, 

mdon, W.C.1. 

NDERWOOD NOISELESS TYPEWRITER for sale in first- 
class condition, recently reconditioned.—Scram Propucts 

——— 5, Dartmouth Park Hill, N.W.5. Telephone: Gulliver 

11 
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Fulfilling all that Accountants and Business Men have come 
to expect from the “Ruling” House, Tollit & Harvey’s 


Company Registration 
Service has won wide appreciation 


Company Books 


Register of Directors’ 
Shareholdings, etc. 


Designed in consultations 
with leading London Ac- 
countants to fulfil the 
requirements of Section 
195 of the 1948 Act. 


Register of Directors 
and Secretaries 


Register of Members 
(combined) 


Normally available from 
Stock — Comprehensive 
range of Minute Books; 
Share Certificate; Direc- 
tors’ Attendance Books; 
Register of Debentures, 
Directors, Transfers, 
Seals, Mortgages; appli- 


- cation for and allotment of 


Shares and Investments. 


COMPANY 
PRINTING 


Noted for Accuracy 


Here, in the heart of the City, an experienced 
specialist staff undertakes all the services required 
in the formation of a new Company with utmost 
economy and expedition. 


The Service includes— 

Proofs of Memorandum and Articles of Association, 
attendance at Companies Registry, Certificate of Incor- 
poration, printing completed copies of Memorandum and 
Articles of Association, Company’s Seal and all Company 
Books required to be kept under the Companies Act. 


A Completely New Draft Form of Memorandum and Articles 
of Association, settled by Oliver Smith, of Lincoln’s Inn, 
Barrister-at-Law, in accordance with the 1948 Act, is available. 
Adoption reduces printing costs to the minimum and expedites 
proofs for signature. 
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* Once again we extend to all within ‘ 
* our ever-widening circle of * 
customers our thanks and appre- 

x 1948 ciation for the happy business 1949 : 
x relations that have existed over the * 
¥ last as over sO many previous years, 4 
* * 7 
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TOLLIT& HARVEY LTD 


THE “RULING” HOUSE 


40 GRESHAM STREET, E.C.2 (Company Registration Service Department) 
Strand: Bush House, W.C.2 Westminster: Dacre House, Dacre Street, S.W.1 
Factory and Warehouse: 44-48 Southwark Bridge Road, S.E.1 
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Murray & Carter’s 
GUIDE TO 
INCOME TAX 
PRACTICE ‘tater’ 


Edited by 
H. EDWARDS, M.A.(Lond.) 
( formerly a Senior Inspector of Taxes) 


The rapid sale of an unusually large issue has involved a 
reprint to satisfy demands. The present editor has been 
closely associated with the work for the past thirty years, and 
it appears in its usual form, with emphasis on points of 
practice and High Court decisions, which will be found fully 
up to date at time of publication. The chapter on sur-tax has 
been remodelled and rearranged, 


cases of similar import 
being grouped. Owing to the great activity in income-tax 
legislation of the past three years, the amount of new matter 
interspersed has necessitated an increase of about 100 pages. 
“Many references will be found to The Accountant and 
Taxation, to which the work constitutes a kind of index 
covering the past fifteen Every effort has been made 
to mAintain the reputation of a book greatly appreciated 
over the past fifty years, especially by accountants. In a 
notice of the book in in The Accountant of 19th July, > 
reviewer referred to ‘ this truly monumental work,’ and 
observed: ‘We can imagine an accountant’s, 
solicitor’s or bank manager’s office without its of 
Murray and Carter.’ A Supplement embodying the legislation 
whisornee ee to the 
book, is now on sale. 


55/9 post free U.K. 


To GEE & CO. (PUBLISHERS) LTD. 
27-28 Basinghall St., London, E.C.2. monarch 5347/8 
or copies of Murray and Carter’s Guipz TO 
Income Tax Practice, 16th Edition, with Supplement 
55/- net, 55/9 post free U.K. 
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Twenty-one Years 
of Service 


Caration 


Founded and Edited by RONALD STAPLES 


was first published on 
1st October, 1927, and 
has thus served the 
taxpayer and his advisers 
for twenty-one years. 


Thousands of ACCOUNTANTS know that 


Taxation 
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